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A Panic Made in America 


ALAN SORENSEN 


large during the year to come. One was the financial crisis that, 

spreading from America's subprime mortgage mess, has stricken 
the global economy. The other was the election of Barack Obama to the 
US presidency. Both events highlight the emergence of a new relationship 
between America and the world. 

How severe will the downturn prove? Falling commodity prices could 
cushion the blow, as could continued, albeit slower, growth in emerging 
markets such as China. If public spending sprees succeed in reviving 
credit and jump-starting demand, the worldwide hemorrhaging of jobs 
might slow before the end of 2009. Most economists, however, warn of a 
very difficult time ahead. 

Longer-term prospects, both for economic growth and for the for- 
eign policy challenges facing the incoming US administration, could 
depend on the answers to two questions. First, how quickly can in- 
ternational governance adapt to minimize the downturn's disruptive 
effects on globalization? And second, how successfully can Obama 
renew his country's moral authority, which the outgoing president 
so devalued? | 

For many, the “Made in America" financial panic has discredited the 
US brand of free market capitalism. The lords of Wall Street atrociously 
gamed the system while supervisors slept. Now steps must be taken to 
bring greater transparency to the more creative realms of finance. New 
measures will be needed to curb, particularly in the United States, the 
excesses of borrowing that precipitated the crisis. And there has to be 
more international capacity to identify and address risks to economic 
stability before they become unmanageable. 

That said, swinging the pendulum too far from markets toward gov- 
ernments would impede a process that in recent decades has lifted 
hundreds of millions of people out of poverty and ushered hundreds 
of millions more into a worldwide middle class. This process is global 
economic integration. 


qs astonishing events overshadowed others in 2008 and will loom 


PLAYERS AND LAGGARDS 

In his 2000 book Nonzero: The Logic of Human Destiny, Robert Wright 
drew on game theory—the notion of “zero-sum” and "non-zero-sum" 
games—to help explain the dynamics that underlie globalization. Be- 
neath the violent shocks and apparent chaos of world events Wright 
identified a historical pattern: Societies over time weave themselves into 
ever wider and more intricate networks of interdependence. 





ALAN SORENSEN is the editor of Current History. 
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In non-zero-sum interactions, interests overlap; everyone involved can 
win—or lose—at the same time. And at every stage of cultural evolution, 
according to Wright, “new technologies arise that permit or encourage 
new, richer forms of non-zero-sum interaction; then . . . social structures 
evolve that realize this rich potential—that convert non-zero-sum situa- 
tions into positive sums.” 

These webs of win-win interaction, along with the increasingly com- 
plex technologies and social structures that facilitate them, eventually 
envelop the world. But not without wrenching side effects. Indeed, the 
cross-border flow of capital, goods, people, ideas, and all manner of other 
things entails vast disruption and destruction. Globalization threatens 

jobs, imposes harrowing dislocation, and undermines traditional beliefs 
and values. It also generates recurring crises. 
Americans living beyond their means instigated the current crisis. 
Two decades of easy money and innovative financial products encour- 
aged excessive borrowing by everyone from homebuyers to governments. 
Cut taxes during wartime? No problem— China will lend the money; the 
grandchildren will repay the debt. Now a global reckoning has arrived, 
and like a biblical punishment it strikes sinners and innocents alike. 
The crisis, however, also reflects a more neutral phenomenon: what 
sociologists call "cultural lag" This is what happens when technology 


How Is the World Doing? 


j f 2009. 
Current History’s annual report card of global trends at the start o 
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and the material world change so quickly and disruptively that social 
and political institutions have trouble keeping up. Chaos ensues in such 
situations until societies reach a new equilibrium. 

Consider the newfangled financial instruments that were supposed to 
reduce home-mortgage risks by repackaging the debt into securities to 
be marketed across the world. This procedure indeed globalized the risk, 
but the regulatory environment had not yet adapted to the innovation. 
Far-flung exchanges carried out across global networks rely on transpar- 
ency and trust, but in this case no one insisted on transparency. When 
banks could not trust the opaque assets held by other banks, the result- 
ing credit crunch revealed the entire system’s fragility. 

A worldwide web of economic interdependence spreads risks as well 
as rewards, and global governance needs to evolve along with the inter- 
actions. International financial institutions, for example, are still largely 
structured for an era of American-dominated globalization, when busi- 
ness expanded mainly from developed to emerging economies. Today 
goods and capital flow increasingly in both directions, and among devel- 
oping economies as well. 


THE TABLES TURNED 


Nations open to foreign capital, it is now understood, leave them- 
selves vulnerable to destabilizing volatility as large sums of money flow 
in and out of their markets. This used to be considered a problem mainly 
for developing countries. When their currencies or financial systems col- 
lapsed, delinquent nations would receive loans with strings attached, 
along with stern lectures from Washington and demands for market re- 
forms. Western leaders would worry that contagions from developing- 
world crises might infect their own economies. 

Now look how the tables have turned. China, oil-exporting countries, 
and other major emerging economies—having accumulated vast assets 
to protect against globalized volatility—delivered over the past decade a 
flood of capital to the spendthrift United States and other rich nations. 
In doing so, they helped inflate the housing and credit bubble that, when 
it burst, splattered the world, with devastating results. 

Policy responses, aside from the long, painful digging out from debt 
(what economists call “deleveraging”), could proceed in any of three di- 
rections. One option—allowing markets to sort things out, whatever the 
consequences—can be dismissed out of hand. Already, Western nations 
have partially nationalized banks in an effort to minimize damage to the 
real economy and restore liquidity where credit had seized up. Various 
bailouts are proliferating, and governments are acting as spenders of last 
resort, furiously priming the proverbial pump. These days, economic 
libertarians are hard to find. 

A second option would see states turn inward and emphasize nar- 
rowly conceived national interests. States would tighten capital controls 
and increase domestic subsidies. Trade liberalization efforts would lan- 
guish; protectionism and mercantilism would swell. (According to the 
2008 Pew Global Attitudes survey, 53 percent of Americans think trade 
serves the national interest; six years ago the figure was 78 percent.) 
Some political leaders, as in past times, might exploit economic anxiety 
by inflaming ethnic or nationalist passions. 

Arguments for economic nationalism assume that countries are play- 
ing a zero-sum game—that every gain comes at someone else’s expense. 
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Since the global economy is in fact a non-zero-sum game, this scenario 
would ensure both beggar-thy-neighbor and beggar-thyself consequenc- 
es. Outcomes would reflect the worst of all worlds: lose-lose. 


THE THIRD WAY 


A third type of response to the crisis would involve non-zero-sum 
strategies pursued by states more interested in reforming global gover- 
nance and restoring global economic growth than in trying to protect 
national shares of a shrinking pie. Efforts to maximize the benefits of 
globalization while better managing its risks and downsides would also 
involve governments, but the regulatory hand would be lighter, and the 
regulatory framework more international. 

Policy makers in this scenario would pursue initiatives to help stabi- 
lize the global monetary system and promote more balanced growth— 
there should be no wistfulness for the unsustainable arrangement under 
which emerging markets’ huge savings surpluses were recycled into ex- 
cess consumption by the world’s richest consumers. New mechanisms 
would be devised to monitor financial risks (a task at which rating agen- 
cies, as a result of perverse incentives, failed miserably), as well as to set 
reasonable capital standards for globalized banks. Certainly incentives 
could be altered to discourage financial institutions from treating pen- 
sion savings like free chips at a casino. 

But rules and the application of rules, rather than intervening in- 
trusively in markets, would emphasize transparency, standardization, 
reasonable leverage limits, and corporate accountability. And both the 
immediate responses to the financial crisis and efforts to develop an 
updated global institutional framework would be coordinated among na- 
tions, including the major emerging markets, most prominently China. 

Internationally, states following this third path would embrace rather 
than resist globalization—returning, for instance, to the World Trade 
Organization to negotiate in earnest a continued liberalization of trade. 
Domestically, states would ease the transitions that face dislocated and 
unemployed workers—by assuring health benefits, for example. And gov- 
ernments would focus on the kinds of investments—in infrastructure, 
science, research and development, education, and potentially transfor- 
mative innovations such as renewable energy technologies—that create 
the foundations for global competitive success. 

Of course, even if the economy today is global, politics remains pri- 
marily local. So there is cause to worry that the economic nationalism 
option might gain adherents, especially as hard times grow harder. It 
is worth noting that many governments, especially undemocratic ones, 
have been expanding their influence in global markets by buying stakes 
in businesses and investing through sovereign wealth funds. If this trend 
continues, states could end up owning more and more companies wholly 
or in part and could try to manipulate them to serve nationalist agendas. 
Private businesses might find themselves in increasing competition with 
state-supported firms that enjoy friends in high places and subsidized 
capital—firms such as Detroit automakers. 

Still, if Wright is right, globalization itself suggests that the third way 
ultimately should prevail. Non-zero-sum interactions, because they breed 
success, are self-reinforcing. For example, as education spreads and ideas 
flow more freely, networked communication tends to promote best prac- 
tices and improve accountability. Globalized economic competition con- 
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tinuously generates technical advances that drive costs down and per- 
formance up. It hardly seems naive to suggest that productivity growth 
in the long run will reward not the champions of super-nationalist state- 
capitalism, but those countries that favor transparency over corruption 
and innovation over sovereignty. 

Globalization in the past has at times waned as well as waxed. It surely 
will again. But in recent decades, with the help of new technologies and 
to the benefit of great swathes of humanity, economic integration has 
made unprecedented gains that would be hard to undo. As the econo- 
mist Lawrence Summers has noted, tightly woven commercial ties such 
as those between the United States and China resemble a benign version 
of the cold war’s nuclear standoff: China cannot watch the American 
economy collapse without seeing its own collapse as well. 

Perhaps the current upheaval, by threatening everyone, will spur 
advances in global governance that would have been more difficult.to 
achieve in better times. It was reassuring in this regard to see leaders of 
major economies convening in Washington in November to discuss strat- 
egies for dealing with the financial crisis. While nothing much came out 
of the first meeting, it at least suggested recognition of the need to engage 
in the hard work of multilateral coordination and institutional reform. 

Likewise, the meeting’s attendance list—the Group of 20, including 
leaders from China and other emerging markets—at least suggested 
recognition that global leadership can no longer resemble an exclusive 
private club. Washington today is in no position to dictate to the rest 
of the world, as it did after World War II, the contours of a new global 
financial architecture. The problem is not merely that US indebtedness 
and Western finance triggered the present crisis. It is also that, although 
the United States still ranks as the world's largest economy, the rise of 
China and other developing markets has undercut US supremacy. 


NOT FINISHED YET : 

If Washington can no longer dominate, can it still lead? The answer 
is: The world needs it to lead, if international governance is to adapt 
successfully and oversee a resumption of stable growth. Non-Western 
economies obviously warrant a larger say in institutions like the Inter- 
national Monetary Fund and the World Bank. And it is ridiculous that 
the Group of Eight would claim to steward the global economy while ex- 
cluding China, India, and Brazil. The world needs Washington to act in 
partnership in particular with Beijing. Even so, the expansion of stake- 
holders in the global system hardly removes the need for leadership. 

The United States, as it happens, is not quite finished as the world's 
preeminent economic power—a fact paradoxically highlighted now be- 
cause the global slump has weakened other countries in tandem. Nor is 
America's economic brand entirely tarnished. The US dollar remains the 
. world's reserve currency. Falling oil prices have dimmed the star power 
of petrostate toughs like Vladimir Putin and Hugo Chávez. Indeed, au- 
thoritarian governments may be capable of managing developing mar- 
kets or economies based on oil exports, but they do not present a credible 
model of governance for knowledge-based, high-income economies. 

The United States, however, will more easily lead if it can revive its tat- 
tered moral authority. This is certainly possible. As Alexis de Tocqueville 
observed, "The greatness of America lies not in being more enlightened 
than any other nation, but rather in her ability to repair her faults" The 
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worldwide enthusiasm that greeted Obama’s election testifies to a contin- 
ued yearning for the United States to exemplify the liberal ideas and val- 
ues that, although they may have originated in the West’s Enlightenment, 
hold near-universal appeal today. 

The administration of George W. Bush, particularly in its first term, 
damaged America’s leadership capacity. It did so not only by handling 
foreign policy with stunning incompetence, but also by showing disdain 
for international opinion, by preferring unilateral action and military 
threats over diplomacy, and by violating liberal norms. US policies, in- 
stead of promoting the ideal of a peaceful rule-based international order, 
often were seen as attempts to extend American hegemony. For all Bush’s 
talk about spreading freedom, it was the executive power grabs, the war- 
rantless surveillance of citizens, the suspension of habeas corpus, the 
secret prisons, and the torture sanctioned by the White House itself that 
came to symbolize America’s stance in the world. | 

This was bad enough. Making matters worse is that, absent credible 
American leadership, it is much harder to build the kind of pragmatic, 
flexible, and inclusive multilateral networks that are needed to address the 
world's most pressing challenges. These challenges—including financial 
instability but also terrorism, nuclear proliferation, persistent poverty, 
and climate change—all require not just national but global responses. 

One effect of globalization, after all, has been to weaken individual 
governments control over developments within national boundaries. 
The same interdependence that allowed greed and folly in the US hous- 
ing market to hold distant nations economically hostage also limits all 
countries’ ability to manage events unilaterally. It is no surprise that 
virtually every critical item on America's foreign policy agenda—from 
securing Iraq and Afghanistan to preventing Pakistan's collapse to re- 
straining Russian aggressiveness to persuading Iran not to build a nu- 
clear bomb— depends on the ability to assemble multilateral efforts in 
search of mutually beneficial outcomes. 

The global downturn is certain to complicate and compound the 
world's challenges. Rising joblessness, for instance, will weaken states, 
provoke unrest, and ease the recruitment of suicide bombers. Recession 
in rich nations will constrain resources available to help the poorest 
countries fight disease and educate children, Declining oil prices will 
reduce.the perceived urgency of developing alternative energy sources. 
And China and India more likely will resist a climate change accord that 
could impede the resumption of rapid growth. All this merely underlines 
the need for a restoration of America’s standing in the world. | 


THE OBAMA EFFECT ! 

The odds of this happening will rise, fortunately, when Obama takes 
office. The difference is not merely his dark skin or Kenyan ancestry or 
Indonesian childhood or Muslim forbears, or even the world's almost rap- 
turous reaction to him. Obama's way of analyzing shared problems and 
engaging with other nations, if it proves thoughtful and pragmatic, also 
could go a long way toward disarming some of the anti-Americanism 
loose in the world. 

President Obama will confront what is in many respects a “post- 
American". world. Global trends since the end of the cold war have for- 
ever circumscribed US primacy. Yet the other economies now jostling 
for influence advanced by embracing the free market principles that the 
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United States and the West promulgated. Despite the financial crisis, 
most countries even in a “multipolar world” will not reject wholesale 
the ideas and institutions that have generated unprecedented economic 
growth and higher living standards in China, India, Brazil, Mexico, and 
elsewhere. And how many people seriously think medieval Islamism can 
supplant liberal democracy as a political ideology with global appeal? . 

Besides, limits on American autonomy would matter more if the world 
were still an arena defined by nation-states competing for power, as the 
so-called realists imagine. A globalized world of porous borders, rising 
non-state actors, transnational threats, networked communication, and 
economic interdependence is in fact not that kind of place. The principal 
currency in today’s world is soft power—the capacity to attract others to 
your way of thinking. And this currency is constantly replenished by the 
prospect that others will want to do something that benefits you because 
it benefits them as well. 

For all the evidence that globalization snum a directional pat- 
tern in history, human agency still governs the world. Much depends 
therefore on the ideas and actions of political leaders. This is why 
Obama needs to act on the understanding, which he shows signs of 
having attained, that his country's security and wellbeing are threat- 
ened less by other states' strength and progress than by their weak- 
nesses and failures. When Obama takes office January 20, multitudes 
around the globe will wish him success, and why not? It’s a non-zero- 
sum world, after all. | 





We Are. All Nation Builders Now 


LUCIEN CROWDER 


policy makers.that in places like Iraq, Afghanistan, and Paki- 

stan’s tribal regions, military operations are doomed to failure. 
Doomed to failure, that is, unless they are accompanied by robust ef- 
forts in diplomacy, reconstruction, economic development, local capac- 
ity building, and the like. Indeed, it begins to seem as if militaries de- 
ployed in troubled neighborhoods will henceforth concentrate less on 
engaging enemies per se than on protecting diplomats and civilians who 
are charged with carrying out development efforts. In a world where the 
greatest threats to security emerge from nearly failed states like Afghani- 
stan and ineffective states like Pakistan, what is needed most is well 
functioning government. We are all nation builders now. 

In one country, at least, 2008 was the year when a nation building 
process that had long seemed hopeless began to take on the appearance 
of yielding results. That country, improbably enough, was Iraq. Even 
more improbably, a measure of credit for the improving conditions there 
is due the administration of US President George W. Bush. 

Daily security for Iraqi civilians—the prerequisite for any long-term 
political reconciliation in the country—improved significantly in 2008 
compared to 2007, notably in the capital. To be sure, the improvement 


A s 2008 neared its end, a consensus intensified among Western 
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owed something to the US “surge” of troops that began in 2007. And it 
owed something, sadly, to Iraq's de facto sectarian segregation. But it 
owed much to diplomacy: in particular, a US decision to negotiate with 
the Sunni Arab militias that had previously terrorized the country. The 
militias were organized into so-called Awakening Councils that, thanks 
in part to US-issued paychecks, began providing security in their neigh- 
borhoods rather than violently destabilizing the Shiite-dominated gov- 
ernment. Also, the security improvement, owed something to a decision 
by Shiite cleric Moktada al-Sadr to rein in his militant followers. Did this 
decision stem in turn from back-channel negotiations with Iran? 
‘Questions remain, to say the least, about whether the central govern- 
ments on-again, off-again progress toward political reconciliation will 
produce truly significant results; whether Sunni and Shiite militias will 
continue largely to forswear violence; and whether the center can hold 
when American forces finally vacate the country, as will be required by 
2011 if a recently completed US-Iraqi Status of Forces Agreement is ap- 
proved in a referendum of Iraqi voters. Still, conditions have now been 
created for the Iraqi government to show itself capable—or incapable—of 
delivering basic services and winning legitimacy in the eyes of the coun- 
trys population. It begins to seem conceivable, just conceivable, that 
Iraq can emerge from its years of horror as a stable albeit highly federal- 
ized state—a place where sectarian tensions are fraught but ultimately 
manageable. 


BEYOND IRAQ 


Iraq's improving security profile has allowed policy makers abroad, 
notably US President-elect Barack Obama, to focus new attention on a 
blighted country further east, the tragic nation of Afghanistan. There, 
the fundamentalist Taliban in 2008 continued their bloody resurgence 
and visited further violence on a nation all too familiar with it. Hamid 
Karzai and his government remained huddled in Kabul, wondering if 
their reach would ever extend beyond the capital. The United States and 
its allies continued waging an awkward war against an asymmetrical foe. 
All this produced the realization that, as the United States draws down 
its forces in Iraq, it must double its efforts in Afghanistan. In such a na- 
tion, where lawlessness, terror, corruption, and poverty rule the day, no 
realistic hope exists for consolidating democracy nationwide any time 
soon. Where hope does exist is in establishing pockets of security, hold- 
ing them, negotiating with local actors to reach mutually beneficial ac- 
commodations, and through aid and reconstruction efforts improving 
the lives of ordinary people. The alternatives are allowing Afghanistan 
to revert to the Taliban's control or continuing to hunt down an enemy 
that cannot ultimately be exterminated. 

Meanwhile, achieving security in Afghanistan is tightly linked to es- 
tablishing order—by what means, no one can say—in Pakistan's tribal 
regions. There, Taliban fighters and perhaps Osama bin Laden himself 
find safe passage, and the writ of the Islamabad government means next 
to nothing. Indeed, so numerous are the actors vying for control in Paki- 
stan that the elected government holds only dubious sway throughout 
` the country. When Pervez Musharraf lost his office in 2008 after abus- 
ing it for so long, many cheered—but afterwards it was not clear how 
much power resided in the presidency and parliament, how much in the 
military, and how much in the notorious intelligence services. Pakistan's 
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political flux is so intense that its lawless border regions constitute just 
one of the headaches that the nation presents to the world. Contemplat- 
ing the other security problems, such as the safety of Pakistan’s nuclear 
stockpiles and the increasing radicalization of its populace, provokes a 
migraine for which science, be it medical or political, seems to offer no 
immediate remedy. 

The headache got worse late in the year when a handful of men, evident- 
ly from Pakistan, came ashore in Mumbai and made thai Indian metropo- 
lis the terrorism peer of New York, London, and Madrid. India-Pakistan 
relations being what they are, suspicions immediately emerged on the In- 
dian side that terrorists supported by Pakistan’s intelligence services had a 
hand in the outrage. Just as one cannot call such suspicions preposterous, 
neither can one rule out a hot war between these two nuclear-armed coun- 
tries. And one does not know how the West should approach a putative 
ally that has become the world’s prime incubator of terror. 

Then there is Iran, a country whose appetite for destabilizing its re- 
gion is apparently limitless. In July, in another of its ritualized thumb- 
-in-your-eye displays, Tehran test-fired a number of missiles and claimed 
that one of them could reach Israel. It was later learned that Iran had 
exaggerated the missiles' capabilities, but the incident underscored the 
worrisome nature of Tehran’s (apparent) efforts to build the capacity to 
develop nuclear weapons. It also emphasized the reality that America's 
long-time policy of isolating Iran had accomplished little. Whether vigor- 
ous engagement would accomplish more is an open question. But again, 
even the Bush administration seemed to concede over the course of the 
`- year that diplomacy, even with the likes of Iran, is often the least bad 
option. (In North Korea, another nuclear hot spot, the US administration 
continued pursuing diplomacy whereas in its first term it had favored 
isolation and saber rattling. Under an Obama administration, one ex- 
pects that this contagion of reason will reach epidemic proportions.) 


NOT SO TOUGH NOW. 


Insecurity in the Middle East and South Asia presents one set of prob- 
lems for the international order; a global rivalry between liberal democ- 
racy and retrograde authoritarianism presents another. And though clear 
trends toward democracy, liberalism, and responsible stakeholding in 
the international order emerge when one takes the long view of history, 
such trends can seem less clear when events are judged on a year-by-year 
basis. This was especially true in 2008—when trends sometimes seemed 
to favor the authoritarians. | 

The first case in point is Russia, a nation that for years now has 
sought to achieve wealth and increase its international influence with- 
out liberalizing its political system—indeed, while doing just the op- 
posite. The country's democratic experiments of the 1990s seem very 
distant now, and only seemed more so in March when Vladimir Putin 
engineered the fraudulent election as president of his protégé Dmitri 
Medvedev. By summer, when Putin and Medvedev embarked on an 
anachronistic military campaign in Georgia whose primary purpose 
was to intimidate nations around the Russian periphery, hopes for 
Russian liberalization had begun to seem not merely optimistic but 
misplaced. Moreover, as Russia stamped a paw print in the dust of its 
near abroad, Europe and the United States found their arsenal of mean- 
ingful responses nearly void. 
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Yet by year's end, Russia's snarl sounded a little less fearsome than it 
had just a few months before. Prices for fossil fuels were dropping pre- 
cipitously—an international economic downturn can have that effect — 
and the price collapse reminded everyone that Russia's reemergence as 
a global power had been built almost exclusively on the shaky founda- 
tion of commodities exports. Russia has staked its future to the eventual 
depletion of its only meaningful asset; therefore, absent a change in di- 
rection, it has positioned itself for increasing irrelevance. 

China presents another case of seeming authoritarian success. Al- 
though 2008 was for the People's Republic a year of unprecedented chal- 
lenges, it was in many ways a time of strong achievement. The Beijing 
Olympics proceeded nearly without a hitch. When a horrific earthquake 
struck Sichuan province in May, the nation reacted with impressive 
unity and vigor. And in November the central government responded 
to the global economic crisis with a massive stimulus package that few 
countries could have equaled. All in all, the leaders of the Chinese Com- 
munist Party (CCP) continued developing the country's economy while 
preventing its political liberalization. 

But when it comes to precursors of liberalization—and in China we 
are always on the lookout for precursors, never the real thing—we may 
have witnessed some meaningful events in 2008. Chinese citizens de- 
manded accountability from their leaders when bad baby formula sick- 
ened thousands of children. And they demanded transparency during 
the relief efforts that followed the Sichuan earthquake. It is possible 
that developments such as these represent cracks in the CCP's great 
wall of authoritarianism. 


WHEN PLANNERS FALTER 


So far they are just hairline fractures—but perhaps the deepening 
economic crisis will create more sizeable fissures. The CCP has based 
most of its legitimacy on China's economic modernization; therefore, 
President Hu Jintao and his circle cannot allow large numbers of or- 
dinary Chinese to fall backward financially. This is precisely why the 
party has moved so aggressively to stimulate the economy with infra- 
structure projects. Yet someday—maybe not now, but someday— China 
will experience hard economic conditions that the central planners will 
prove unable.to ameliorate. When that happens, the authoritarians may 
be left with only two choices: yet greater suppression, or meaningful 
reform. One fears that in a crisis they will not resist the former. One 
hopes that in the long run they will be helpless to resist the latter. In the 
meantime, China's leaders at least deserve credit for their evident wish 
to thrive within the existing international order rather than seeking to 
destabilize or overturn it. 

It is not just in Russia and China that the ongoing economic tumult 
will present challenges to authoritarians. In Latin America, Venezuelan 
strongman Hugo Chávez will find his brand of populist intimidation 
a tougher sell if his nation's spigot of oil wealth runs a little slower. In 
Iran—a petrostate, but one whose economy seems to struggle no matter 
the price of oil—the ruling theocrats may find their grip on power more 
tenuous if Iranians start suffering yet greater economic discomfort. 

None of this is to say, of course, that liberal democracies will have an 
easy ride in the months and years ahead. Leaders from Washington to 
London to Tokyo find their economies under threat just as their available 
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fiscal and monetary responses become most constrained. While collec- 
tive threats like global warming must still be addressed no matter the 
economic conditions, the Western nations from which the financial crisis 
originated may find their powers of persuasion impaired. All this is ag- 
gravated, of course, by politicians’ typical inability to confront manage- 
able problems until they become crises. Still, the long-term bet remains 
that democrats, in tough times as in good, are better positioned to suc- 
ceed in a globalized world than are the planet’s power-obsessed thugs. 


WAR AND PEACE 

The Middle East and South Asia win our attention by threatening to 
drag us all into chaos. Russia and China grab our notice by playing the 
great power game. Petroleum exporting states like Venezuela hold oil 
consumers hostage, while financial fears consume the West. What would 
Africa have to do to make us pay attention? 

The implications of African conflict, from the outside world’s vantage 
point, do not extend much beyond the borders of the countries involved. 
The result is international indifference to unspeakable horror. In Congo, 
a much-ballyhooed January peace agreement that should have brought 
an end to “Africa’s World War” had by November lost all force, and the 
helpless people of eastern Congo suffered for it. Further north, Dartur's 
torment continued. That region’s misery was exceeded, if such a thing 
is possible, by Somalia’s. Indeed, Somalia is a place for which the term 
failed state might as well have been invented, yet international efforts to 
stabilize the place remain minimal. One fears that the world will pay 
even less attention to Africans now that it is distracted by an economic 
crisis whose contours are still being established. 

Despite all this, many of history’s long-term processes, reflected both 
in events of the past year and prospects for the coming year, appear posi- 
tive rather, than negative. One such process is a general decline in the 
efficacy of war to achieve state goals; a word is therefore in order about 
the regions where armed conflict is not taking place. In 2008 as in many 
recent years—with the notable exception of Russia’s incursion into Geor- 
gia—tracts of the world from East Asia to Europe to North and South 
America seemed virtually cured of warfare. May the reach of this slow- 
motion global trend one day extend throughout Africa, and to all those 
places where politics still takes place at the point of a gun. a 
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Bad Credit History 


BARRY EICHENGREEN 


s a financial historian, I have come to 
expect phone calls from reporters when- 
ever the stock market tanks. "Could this 
be the start of another Great Depression?" they 
ask. No, I respond, a stock market crash is not 
the same as a depression. More to the point, 
policy makers have learned the lessons of his- 
ECONOMY tory. Ben Bernanke, 
the chairman of the 
Board of Governors of 
the Federal Reserve 
System, is a student of the Great Depression. He 
understands that policy mistakes were respon- 
sible, in good part, for the economic crisis of the 
1930s. He is committed to avoiding their repeti- 
tion. What happened before will not be allowed 
to happen again, I confidently conclude. 
Recently I have stopped taking reporters' calls. 
Joking aside, there is at least one respect in 
which this conventional wisdom is correct. The 
views of the current generation of policy makers 
are very much informed by this historical episode, 
when the Fed for several years made relatively 
little use of monetary policy, allowing deflation- 
ary expectations to set in, and failed to execute 
its responsibilities as a lender of last resort, allow- 
ing the banking system to collapse. The Hoover 
administration and Congress, meanwhile, raised 
taxes in a futile effort to balance the budget, rein- 
forcing the collapse of private demand. The eco- 
nomic downturn was under way in the second half 
of 1929, but not until 1933 were significant steps 
taken to halt the fall in prices, stabilize the bank- 
ing system, and encourage investment spending. 
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This time, with memories of that episode still 
fresh, there has been little hesitation on the part 
of US policy makers to act. No sooner did the cur- 
rent crisis erupt in August 2007 than the Fed be- 
gan flooding financial markets with liquidity. As 
the economy weakened, America's central bankers 
lowered policy rates toward zero and followed with 
quantitative easing. A first dose of fiscal stimulus 
was administered in early 2008, and both candi- 
dates for the presidency committed to the early ap- 
plication of more. Clearly, the other macroeconomic 
lesson of the 1930s—that when interest rates have 
already been cut to very low levels, fiscal policy re- 
mains the most effective instrument for stabilizing 
the economy—has been taken to heart. 

Leaving two questions. Why, given that this is 
a global credit crisis and recession, have policy 
makers in other countries failed to’: move as ag- 
gressively? And why have US policy measures, if 
so appropriate and well informed, not halted the 
downward spiral? 


LOOKING FOR LESSONS 


The answer to the first question may be that the 
crisis has been slower to manifest itself in other 
countries. In addition, some countries, notably 
emerging markets with debts denominated in for- 
eign currencies, have resisted loosening monetary 
policy if this means allowing the exchange rate to 
weaken. They find themselves in the same posi- 
tion as countries whose central banks were pre- 
vented from loosening in the early 1930s by the 
restraints of the gold standard. Their reluctance is 
not irrational: Sharp depreciation can mean bank- 
ruptcy for firms and banks with debts denominat- 
ed in dollars and for households with mortgages 
and car loans in euros and Swiss francs. But the 
result is that policy is hamstrung. 

Another factor may be that policy in other 
countries, European countries in particular, is not 


informed by the same powerful historical narra- 
tive according to which the economic crisis of the 
1930s was caused by the inaction of governments 
and central banks. There are no European coun- 
terparts of Milton Friedman and Anna Schwartz, 
who devoted more than 100 pages of their influ- 
ential monetary history of the United States to 
this interpretation of the Depression. Rightly or 
wrongly, Europeans have drawn other lessons 
from their economic history: the importance of 
avoiding competitive currency depreciation and 
of keeping policies on a steady course. Fine con- 
clusions though these are, they may have less sa- 
lience in the current crisis than the economist’s 
variant of the Powell Doctrine: When economic 
and financial war breaks out, policy makers need 
to respond with overwhelming force. 

As for why US policies have not been more suc- 
cessful in containing the crisis, part of the prob- 
lem may actually be a tendency for policy mak- 
ers to take their history too literally. While Black 
Thursday (October 24, 1929) and, more generally, 
the 1929 stock market crash feature prominently 
in popular histories of 
the Depression, schol- 
arly accounts treat the 
Great Crash largely as a 
sideshow and emphasize 
the crisis in the banking 
system. Appropriately so: 
The US economy in the 
early 1930s was more heavily bank-based than 
today. With time, nonbank financial institutions 
and markets have become more important. The 
current crisis has been a crisis not just for banks 
but for insurance companies (like AIG), for hedge 
funds (whose distress sales of securities have cre- 
ated problems for other investors), and for the se- 
curities markets themselves. 

Ironically, reflecting on the financial crisis of 
the 1930s, which was first and foremost a banking 
crisis, may have led US policy makers to focus on 
this segment of the financial system to the neglect 
of others. At first the Fed and the US Treasury lent 
freely to commercial banks but not to other in- 
stitutions, and they have been playing catch-up 
ever since. They have accepted an ever-expanding 
range of collateral. They have begun purchasing 
commercial paper directly from the issuer. They 
have provided capital and liquidity insurance to 
nonbank financial institutions like AIG. 

This more comprehensive approach may yet 
produce the desired results. But there is a clear 


Not accommodating a rising power by 
giving it a seat at the table and a voice in 
key deliberations is a recipe for disaster. 
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sense in which the US Treasury and the Fed have 
been playing financial “whack-a-mole.” This may 
reflect the very power of the analogy with the 
1930s. It may reflect the difficulty of realizing 
that, while history repeats itself, it never repeats 
itself in exactly the same way. 

There has also been a clear influence of ide- 
ology framing the response. The reluctance of 
the US Treasury to use the Troubled Asset Relief 
Program, the giant rescue measure approved by 
Congress, to inject equity capital into the banks 
reflected an ideological bias against government 
ownership of financial and nonfinancial firms. For 
months Treasury Secretary Henry Paulson was 
unable to utter the word *nationalization" despite 
the all-but-unanimous insistence of professional 
economists that capital injections were essential 
for stabilizing the banks. Even when it relented, 
the US government, unlike its British counterpart, 
refused to take voting shares in banks receiving 
public money, a step that would have enabled it to 
appoint members to their boards of directors. Offi- 
cials then learned to their surprise that the banks 
. preferred to use public 

funds for acquisitions 
. rather than lending, and 

the government could do 

nothing about it. 

One is reminded of 
the ideology of the gold 
standard, which pre- 

vented policy makers from responding to wors- 
ening economic conditions in the 1930s. The 
gold standard mentalité led contemporaries to 
associate economic stability with exchange rate 


' stability even when all visible signs pointed to 


the opposite association. So long as the exchange 
rate remained stable, the prevailing ideology 
sanctioned inaction. One cannot help but think 
that ideology has similarly played a role in the 
current episode, both during the run-up, when 
the conviction that markets can take care of 
themselves encouraged neglect of the authorities’ 
supervisory responsibilities, and after the crisis 
erupted, when belief in limited government de- 
layed the necessary responses. 

None of this is to deny that policy makers have 
done better this time. Of course,.it would have 
been hard for them to do worse. 


POLITICAL SENSITIVITIES 
There has also been a good deal of interna- 
tional cooperation. Central banks have been in 
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constant communication, which of course they 
also were in the 1930s. But in contrast to that 
time, the current crisis has witnessed a readi- 
ness to back words with deeds. The Federal Re- 
- serve System, the European Central Bank (ECB), 
and the Bank of England have engaged in very 
extensive currency swaps. The ECB has extended 
euro and dollar swap lines to European coun- 
tries outside the euro area; the Federal Reserve 
has done likewise with Mexico, Brazil, South Ko- 
rea, and Singapore. The liquidity swap facilities 
have not magically solved these countries' finan- 
cial problems. But they did relieve the immediate 
problem of dollar and euro shortages caused by 
the repatriation of funds by US hedge funds and 
European commercial banks. 

This is quite unlike the situation in the 1930s, 
when France delayed and then scaled back the 
extension of credits to Austria through the Bank 
for International Settlements. France did so 
in response to talks about the formation of an 
Austrian-German customs union and Germany’s 
decision to build pocket battleships, both in vio- 
lation of the terms of the Versailles Treaty. These 
decisions allowed the European financial crisis 
to spiral out of control. , 

Asia is the one place where there are audible 
echoes of the interwar tangle between France and 


Germany. Relations between China and Japan re- 


semble those between France and Germany after 
World War I more than after World War II. While 
Asian countries have created a regional system of 


financial supports known as the Chiang Mai Ini- 


tiative, they have not. been willing to activate it. 
Delicate political relations make it impossible for 


Asian countries to demand policy adjustments by ' 


their neighbors, in the absence of which they are 
reluctant to put their money at risk. 

To finesse this point, disbursing credits through 
the Chiang Mai Initiative, after the first 20 percent, 
requires the recipient to negotiate an adjustment 
program with the International Monetary Fund. 
Yet, with memories of the 1997—98 financial crisis 


still raw, governments are unwilling to approach . 


the Fund. (Recall that the 1997—98 crisis is known 
in Asia as the “IMF crisis.”) Beijing prefers to see 
the creation of a more extensive financial support 
system within the region, while Tokyo resists this 


on the grounds that China would be the dominant 


party in that system. The Japanese government 
for its part would prefer recycling Asian reserves 
through the IMF, where it has twice the voting 
power of China and designates one of the deputy 


managing directors. China, whose voting power in 
the Fund is roughly equivalent to that of Belgium, 
is understandably reluctant to go this route. 

It is tempting to draw an analogy between Chi- 
na's reluctance to top up the financial resources 
of the IMF and the United States' refusal to join 
the League of Nations after World War I. Push- 
ing this further, there is a parallel with Charles 
Kindleberger's interpretation of the interwar de- 
pression—that it resulted from the inability of the 
declining power, Great Britain, to exert leadership 
and the unwillingness of the rising power, the 
United States, to do so. In fact, this comparison 
is overdrawn. China's economy is still less than 
a quarter the size of that of the United States at 
market exchange rates, and it is market exchange 
rates that matter for international transactions. In 
contrast, the United States had already surpassed 
Britain in absolute economic size in the 1870s, 
as an exporter in 1915, and as an international 
creditor in 1917. A Chinese contribution would be 
helpful in solving current problems, no doubt. But 
China is not yet in the position to exert the kind 
of leadership that could reasonably have been ex- 
pected of the United States in 1929. 


CHINA'S SEAT AT THE TABLE 
In fact, China has displayed both leadership 


. and restraint: leadership in the application of fis- 


cal stimulus, having announced a big new govern- 
ment spending package in early November 2008, 
and restraint in managing its portfolio of dollar 
securities. In 1931, following the devaluation of 
sterling—which inflicted losses on central banks 
holding reserves in London—the Bank of France, 
the National Bank of Belgium, and other central 
banks liquidated. not just their sterling balances 
but also their dollar reserves, aggravating the 
credit crisis in the United States. This time, nei- 
ther the outbreak of the subprime mortgage crisis 
nor the problems of Fannie Mae and Freddie Mac 
have caused the Chinese to stop buying US trea- 
sury and agency securities, much less to liquidate 
their existing holdings. 

Can China do more? It would be useful for the 
country to recycle some of its foreign reserves 
through the IMF, which desperately needs addi- 
tional financial firepower to aid emerging mar- 
kets. The question is what Beijing can expect in 
return. A larger voice in the Fund is the obvious 
answer, the problem being that quota revision 
takes time. The last round of revisions took two 
years to negotiate and produced a mouse. That 


some 180 countries were involved in these-nego- 
tiations of course renders the disappointing out- 
come less than a surprise and cautions against go- 
ing the same route again. 

Another possibility is making China a member 
of the Group of Seven, the ad hoc steering com- 
mittee for the world economy. An appropriate G-7 
for the twenty-first century would be made up of 
the United States, the European Union, Japan; 
China, Saudi Arabia, South Africa, and Brazil. 
Others might argue for including, say, India, but 
three Asian countries out of seven is a handful, 
and a true global steering committee should have 
representation from the oil exporting countries, 
Africa, and Latin America. Be this as it may, this 
is a parlor game any number can play. The im- 
portant innovation: would be to include China. 
While there also exists the trendier Group of 20, 
20 are too many for an emergency conference call. 
This was a lesson of the “New Bretton Woods 
Conference" held in Washington on November 
15; 2008. A five-hour conference with 20 partici- 
pants was fully occupied by 
the 15-minute opening state- 
ments, leaving no time for 
serious deliberation. | 

A third possibility is agree- 
ment by Tokyo to simultane- 
ously pursue the option of 
an Asian monetary fund or 
Ásian reserve pool with Beijing as co-leader. This 
would require China's doubling its contribution to 
the Chiang Mai Initiative so that it matches that 
of Japan. But whichever route is taken, not accom- 
modating a rising power by giving it a seat at the 
table and a voice in key deliberations is a recipe 
for disaster. 


IS GLOBALIZATION AT RISK? 

Given the manifest failure of the international 
financial system, one increasingly hears asked 
whether globalization might now be rolled back. 
It is all but certain that financial globalization 
will be rolled back. National financial systems 
will be more tightly regulated. Banks will have 
less freedom to buy collateralized debt obliga- 
tions or whatever new derivative securities suc- 
ceed them. International financial transactions 
relying on credit—such as the carry trade, in 
which investors borrow in markets like Japan 
where interest rates are low and invest in emerg- 
ing markets that promise higher yields—will be 
more difficult to finance. 


There is a clear sense in which the 
US Treasury and the Fed have been 
playing financial “whack-a-mole.” 
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It was of course the same carry trade that con- 
tributed to the unstable equilibrium of the late 
1920s, as investors funded themselves at 3 percent 
in New York and Paris in order to lend to Germa- 
ny at 6 or 8 percent. Then as now, the migration 
of capital from low- to high-interest-rate countries 
was predicated on the mirage of stable exchange 
rates, which ultimately dissolved, with disastrous 
consequences. This points to the urgency of one 
policy reform, namely greater exchange rate flex- 
ibility-on an ongoing basis to remind market par- 


 ticipants of this risk, so they do not repeat, yet 


again, this same dangerous mistake. 

In the current.crisis, countries on the receiv- 
ing end of capital inflows have suffered the grav- 
est difficulties as those flows reversed direction 
and current account deficits became impossible to 
finance. Countries like South Korea, where half 
of all domestic stock market capitalization was 
owned by foreigners, mainly hedge funds, have 
seen their markets crash as those foreigners repa- 
triated their funds in order to repair their balance 
sheets. In contrast, countries 
that had most strongly resist- 
ed: the internationalization 
of their financial markets 
have suffered less serious 
disruptions: This experience 
reinforces a growing body 
of scholarly work that ques- 
tions the benefits of portfolio capital inflows. 

Thus, not only will the countries that have 
been the source of the capital flows be less able 
to provide them, but those on the receiving end 
will be less willing to accept them. Countries will 
deploy regulations and controls, both transparent 
and covert, to limit the volume of capital inflows. 
They will keep these in place as long as memories 
of the crisis remain vivid. The time involved may 
be measured in decades rather than years if the 
experience of the 1930s is any guide. 

But what is true of finance is less obviously true 
of other aspects of globalization. International 
trade has been booming. Most economic forecasts 
may not be worth the paper they are written on, 
but trade is still forecast to rise in 2009 (this ac- 
cording to the IMF’s November update of its World 
Economic Outlook). Global supply chains and re- 
gional production networks have grown exponen- 
tially. US appliance manufacturers assemble their 
products in Mexico. German -auto companies 
source many of their parts in Eastern Europe. 
East Asia is of course the prime case in point. The 


18 e CURRENT HISTORY * January 2009 


region's vertical intra-industry trade (essentially 
trade in parts and components) has been growing 
explosively. China has effectively been serving as 
a gigantic assembly platform not just for the re- 
gion but for the world. 

Fundamentally these developments reflect de- 
clining transport costs. The cost of air transport 
has fallen by two-thirds since 1950. Ocean freight 
rates have fallen by a quarter as a result of contain- 
erization and related advances. And what is true 
of transportation is even truer of communication. 
The cost of satellite communications is barely 5 
percent what it was in the 1970s. Then there is the 
cost of communicating via the internet, a medium 
that did not even exist four decades ago. Low costs 
of communication allow just-in-time sourcing, 
with direct electronic links between the cash reg- 
ister in Des Moines and the factory in.Guangdong. 
The outsourcing of back office services, transcrip- 
tion, data entry, and now software engineering and 
financial analysis to economies like India reflects 
these fundamental advances in communications 
technology, which are not going to be rolled back. 


LIMITING THE BACKLASH 


Admittedly, there are channels through which 
the backlash against financial globalization could 
spread. Consider the complementarity between 
international finance and international trade. 
Trade grows more quickly when there is easy ac- 
cess to trade finance. Already the difficulty of se- 
curing letters of credit, which are iniportant both 
for financing export transactions and for giving 
exporters confidence that they will be paid, has 
had a depressing effect on export and import 
transactions. Still, this. is more an effect of the 
crisis than an indication of the post-crisis regime. 
Even if cross-border financial transactions re- 
main more limited than in the past, it will still be 
possible for US exporters to get trade credit from 
US banks and for Korean exporters to get trade 
credit from Korean banks. | 

There is also a complementarity between the 
politics of domestic economic liberalization and 
the politics of globalization. If the crisis results 
in an extended period of high unemployment, 
voting publics may grow disenchanted with the 
prevailing policy regime, which they identify with 
economic liberalization. This backlash could be 
across the board. In the United States, the presi- 
dential campaign yielded some disturbing indica- 
tions, including not-so-veiled protectionist rheto- 
ric by Barack Obama during the Ohio primary. 


Here it will be important for leaders to make the 
case for free and open trade, and specifically for 
President Obama to counter the impression left by 
Candidate Obama. 

It will be important for leaders, too, to draw a 


_ firm distinction between financial globalization 


and other aspects of globalization. It will be im- 
portant for them to distinguish between the need 
for tighter regulation of financial markets, where 
the justification is clear on grounds of consumer 
protection, market integrity, and systemic stabil- 
ity, and tighter regulation of other markets, where 
the need is less evident and the response should 
be determined on.a case-by-case basis. 

These distinctions were not sharply drawn in 
the 1930s, when there was a political backlash 
against both finance and trade, and when gov- 
ernments intervened equally in domestic and in- 
ternational markets. The experience after World 
War II is more reassuring. Global trade expanded 
enormously in the third quarter of the twentieth 
century despite the fact that international finan- 
cial transactions remained heavily controlled. 
And notwithstanding enduring political hostility 
to the deregulation of financial markets and liber- 
alization of international financial flows, political 
consensus favoring trade liberalization was suc- 
cessfully maintained through successive rounds 
of talks under the General Agreement on Tariffs 
and Trade (GATT) stretching over half a century. 
This experience offers at least cautious grounds 
for hoping the same will again be possible. 


THE MULTILATERAL MOMENT 

Reference to the GATT brings us full circle back 
to the financial crisis. What I mean is this. The 
GATT reflected recognition of the importance of 
countries’ cooperating on their trade policies. Re- 
strictive national policies could have negative re- 
percussions for other countries. Efforts to move 
in the direction of freer trade faced a difficult free- 
rider problem. At the same time, sovereign states 
were unwilling to delegate responsibility for their 
trade policies to a supranational entity. The GATT 
offered a middle way between nationalism and su- 
pranationalism. It established a process through 
which countries could move together in the di- 
rection of greater trade liberalization and avoid 
beggar-thy-neighbor policies. 

The GATT was also a more limited alternative 
to the International Trade Organization (ITO), the 
third of the Bretton Woods triplets, along with the 
IMF and World Bank. (The ITO was actually nego- 


tiated in Havana in 1948, not at Bretton Woods, 
presumably because the Bretton Woods Confer- 
ence was dominated by treasury and finance, not 
trade, officials.) The ITO died a quiet death in 1950 
when the US Congress failed to support US par- 
ticipation. Congress's fear was that the ITO would 
infringe on American sovereignty: It would have 
had the power to override US laws that conflicted 
with provisions of its charter. The less bureaucrat- 
ic and more ad hoc GATT was then put in its place. 
Eventually, after 48 years of experience with the 
latter, the World Trade Organization, which is 
reminiscent of the ITO, succeeded it. The WTO 
features binding obligations for members, dispute 
settlement panels of independent experts to deter- 
mine whether countries are in violation of those 
obligations, and penalties and sanctions for coun- 
tries that fail to comply. 

It is now time to move in the same direction 
for finance. A GATT-like process to foster closer 
cooperation on supervision and regulation, in- 
ternalize cross-border externalities, and avoid 
beggar-thy-neighbor financial policies has already 
been proposed, notably by British Prime Minister 
Gordon Brown. The brains behind this operation, 
which would describe best practices and define 
the obligations of members, would be the Finan- 
cial Stability Forum (FSF) of finance and supervi- 
sory officials. Membership in the FSF, which cur- 
rently includes only representatives of the Group 
of Seven countries, Hong Kong and Singapore 
(which are important financial centers), and the 
relevant international organizations, would have 
to be expanded to ensure its representativeness 
and legitimacy. Fortunately, the Group of 20 lead- 
ers already agreed to this at their November 15 
summit. The idea is to have a college of regula- 
tors, where information would be shared and best 
practices defined. 

While the FSF would provide the brains, the IMF 
would supply the brawn. Acting as the financial 
cop on the beat, the Fund would monitor coun- 
tries’ compliance with best practices and sound 
alarm bells on violations. Naming and shaming 
nations would intensify both market discipline (it 
would become more expensive for their banks to 
fund themselves) and peer pressure (the country's 
officials would presumably be shunned by other 
members of the college). A process like this, it is 
argued, could have forced an end to the excesses 
that led to the subprime crisis. 

While these are positive steps, the truth is 
that they constitute little more than incremen- 
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tal improvements in existing arrangements. The 
FSF already provides guidance on best practices 
in supervision and regulation. The IMF already 
conducts reviews of supervision and regulation 
in its member countries. But the Fund is reluc- 
tant to name and shame its members, especially 
large ones. It is understandably hesitant to bite 
the hand that feeds it. At a minimum, serving 
as cop on the beat would require a more inde- 
pendent IMF, the case for which some of us have 
been arguing for years. 


WHY NOT A WFO? 

A more ambitious alternative would be a World 
Financial Organization (WFO) akin to the WTO: 
Membership would be obligatory for all countries 
seeking freedom of access to foreign markets for 
domestically chartered financial institutions. The 
WFO would define obligations for its members; 
they would have to meet international standards 
for the supervision and regulation of their finan- 
cial markets and institutions. It would empower 
independent panels of wise men to determine 
whether countries were in compliance with those 
obligations. Importantly, it would authorize the 
imposition of sanctions against countries that 
failed to comply. Other countries would be with- 
in their rights to restrict the ability of banks and 
nonbank financial institutions chartered in the 
offending country to do business in their markets. 
This would provide a real incentive to comply. 

The move to a WFO would presumably occur 
after some years of satisfactory experience with its 
GATT-like predecessor—hopefully less than half 
a century. It will be objected that countries like 
the United States would never let an international 
organization dictate its domestic regulatory poli- 
cies. The rebuttal is that the WFO would not dic- 
tate. The specifics of implementation would still 
be left up to the individual country. There would 
be scope for the United States to tailor supervision 
and regulation to the peculiarities of its financial 
markets. But those specifics would have to comply 
with the broad principles set down in the WFO 
charter and associated documents. 

We already do the equivalent for trade. Dispute 
settlement panels already determine whether, in- 
ter alia, US tariffs on timber imports from Canada 
are in compliance with Americas WTO obliga- 
tions. If not, Washington has the choice to change 
those laws or incur sanctions and retaliation. If 
the United States accepts this in the case of trade, 
why should it not accept it for finance? E 
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The Late, Great Globalization 








HAROLD JAMES 
t the moment we are suffering the effects robust and could stand a quite severe shock. Im- 
of a financial meltdown unparalleled since mediately after the failure of Lehman, the defend- 
the Great Depression. The collapse will ers of classical liberal positions in newspapers 
have long-lasting impacts on markets, corpora- such as the Financial Times and the Neue Zürcher 
tions, and states. Indeed, as a consequence of the Zeitung argued that the stance in favor of liquida- 
credit collapse and the shape of the responses tion was compelling. But then it became clear that 
taken, we are looking at the end of the era of fi- the collapse of a major financial institution set off 
POLITICS nancially driven global- a train of unanticipated events. 

ization. This will have A rescue of a giant insurer, AIG, was needed; 
profound implications then the establishment of a massive $700 billion 
not only for the inter- program to take bad assets off the balance sheets 
national economic system but also for the world’s of banks. When this proved also to be inadequate, 
political order. the crisis reverberated around the world, first in 
Economic historians often like to note that Europe and then, with even more drama and bru- 
some knowledge of history would have been help- tality, in the emerging markets. Then the US Trea- 
ful in avoiding or mitigating a financial upheaval. sury abandoned as too complex the strategy of 
That also goes for the discussion of solutions. In taking bad assets off balance sheets, and instead 
working out where the problems lie, and what simply used public funds to recapitalize banks 
solutions may be envisaged, a longer-term per- and directly to support badly affected groups of 
spective is helpful. Crises, history. suggests, are the population. More recently, the Treasury re- 
frequently an.opportunity for making dramatic versed course again and decided to buy up some 

policy shifts. The urgency of the situation means bad assets after-all—to bail out Citigroup. 
that debates and discussions get cut short, and It is both the institutional collapses and the 
we often settle for stopgap measures. In practice, widening responses to them that have brought an 
however, such measures create a momentum that end to the era of financially driven globalization. 
leads to permanent policy shifts. Ifthe temporary In this.era, which lasted from the 1970s to the 
measure is flawed, the long-term policy aftermath 2000s, expectations of earnings and profitabil- 
will be even more harmful. ity largely. drove corporate behavior. Financial 
The extent of the current crisis, together with markets rested on short-term considerations, to 
the fear of further losses, has already prompted the exclusion of long-term perspectives and con- 
dramatic policy reversals in the United States and sideration of systemic risks. Maybe the markets 
elsewhere. In September 2008, the US Treasury were simply shaped by the experiences of the 
made clear its opposition to bailouts of financial market makers and market players. The working 
institutions. Its willingness to let the investment - lives of financial service providers had not in- 
bank Lehman Brothers fail was intended as a sig- cluded experiences of profound breakdown and 

nal that the financial system was fundamentally systemic reordering. ~ 

In any case, the politics as well as the finance of 
HAROLD JAMES is a professor of history and international globalization has now been profoundly altered. US 


relations at Princeton University. His books include The "T 
Roman Predicament: How the Rules of International Order policy makers are treating a new state capitalism 


Create the Politics of Empire (Princeton University Press, as the emerging global.reality. In continental Eu- 
paperback, 2008). rope, politicians find it attractive to suggest that 
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capitalism (which they usually identify with a so- 
called “Anglo-Saxon” model of financially driven 
globalization) is discredited. French President Ni- 
colas Sarkozy has suggested “the return of poli- 
tics” and a much more active role for the state in 
nationalizing strategic industries to prevent them 
from falling under foreign control. He recently 
stood leafing through the pages of Das Kapital for 
the benefit of a photographer. The German finance 
minister, Peer Steinbrtick, has suggested that Karl 
Marx was “not all that incorrect” in his analysis 
of the periodically crisis-prone character of capi- 
talism. A German filmmaker, Alexander Kluge, is 
even proposing to make a movie of Das Kapital. 


DEJA VU 

Over the past decades, many have recited a re- 
assuring mantra that globalization—the mutually 
dependent movements around the world of goods, 
people, and capital—is irreversible. This view is 
historically unsustainable. There is nothing in- 
exorable about globalization, just as there is noth- 
ing new about globalization. 
One of the comfort blankets 
that modern people some- 
times clutch is the idea that 
only one big simultaneous 
world depression ever oc- 
curred, and it was produced 
by such an odd confluence 
of causes as to be quite 
unique. The legacy of the First World War and of 
the financial settlement of reparations and war 
debt; the chaotic banking system of the largest 
economy in the world, that of the United States; 
and inexperience in handling monetary policy in 
a world that was still pining for metallic money 
all conspired to create the Great Depression, and 
since these circumstances were unique, they can- 
not occur again. Historians should point out that 
this reasoning may be quite wrong. 

Describing the. very, dynamic global trade of 
the second half of the nineteenth century and the 
early twentieth century has become a standard 
part of the repertoire of economic historians. But 
that era was not the only episode of globalization 
before the latest one. Archaeological evidence in- 
dicates the global reach of trade during the Ro- 
man Empire, with Roman coins being traded in 
coastal regions of Sri Lanka and Vietnam. And 
there were subsequent expansions of global trade 
and finance. In many of them, ideas from classical 
antiquity and from the Roman age of globalization 
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The rapid reversal of financial flows 
- has profoundly destabilizing 
consequences for political systems 
that try to produce a response. 
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(and global rule) were revived, as in the economic 
rebound of the late fifteenth and early sixteenth 
centuries (the economic backdrop to the Renais- 
sance), or the eighteenth century, when improved 
technology and increased ease of communications 
opened the way to global empires (for Britain and 
France). 

All of these previous globalization episodes 
came to an end, almost always with wars that were 
accompanied by highly disruptive and contagious 
financial crises. Globalization is often supposed 
to have produced a universalization of peace, 
since only in a peaceful world can trade and an in- 
terchange of ideas really flourish. But in practice, 
globalization of goods, capital, and people often 
leads to a globalization of violence. 

Moments of backlash also have generally pro- 
duced moral indignation—frequently inspired by 
religion—about the corruption of long-distance 
trade. The widening world of the Renaissance in- 
spired such a response from the Dominican friar 
Girolamo Savonarola, whose followers staged 
“bonfires of the vanities” 
in which they consigned 
to flame the excrescences 
of the Florentine luxury 
trade. Martin Luther repli- 
cated Savonarola’s outrage 
north of the Alps, and wrote 
tracts against long-distance 
trade in which he started 
with Saint Paul’s comment that “greed is a root of 
all evils.” Luther complained that Germans were 
sending their gold and silver to foreign countries, 
enriching these but creating poverty at home. 
The American Revolution reproduced the same 
condemnations, with Puritan divines inveighing 
against the ills of foreign commerce and the pre- 
dations of the East India Company. 


VULNERABILITY AND CRISIS . 

Global integration, global violence, and a cri- 
sis of values are—from a historical perspective— 
closely enmeshed with each other. We should not 
think them strange when we encounter them in 
our own age of globalization. Even before the fi- 
nancial meltdown, advocates for globalization in 
the business and political world of the advanced 
industrial countries had become deeply worried, 
as globalization has become a concept with over- 
whelmingly negative connotations. In the indus- 
trial countries, it seems to be responsible for job 
losses and pay reductions. It also is held respon- 
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sible for apparently illegitimate rewards for the 
owners of scarce resources, in particular super- 
stars with a reputation, whether sports or enter- 
tainment stars, or CEOs who market themselves 
like superstars. 

Whereas until recently the most dramatic ef- 
fects of globalization were seen in the market for 
unskilled labor, and thus most policy thinkers 
simply saw better training as an answer, it has be- 
come clear that skilled service jobs (most conspic- 
uously in computer software but also in medical 
and legal analysis) can also be “outsourced.” Con- 
sequently, the gigantic Western middle class—the 
great winner of the twentieth century—is now ex- 
tremely alarmed by the prospect that it might be 
overtaken by an even larger (and harder working) 
middle class in emerging market countries at the 
same time that it is separated by a great gulf of 
wealth from a new global elite. 

The *middle classes" and their fears were at the 
center of the political campaigns of both US presi- 
dential candidates in 2008. Sarkozy too has spo- 
ken of a “revolt of the popu- 
lar and middle classes who 
reject a globalization that 
they consider not a promise 
but a threat.” The political 
backlash drives an intense 
populist concern in the rich 
industrial countries about 
corporate governance, corporate abuses, and the 
excesses of executive pay. 

The new backlash naturally terrifies business 
leaders, who want to devise some appropriate re- 
sponse that will not hurt them too much. Events 
such as the annual World Economic Forum in Da- 
vos, Switzerland, formerly parodied as a fiesta for 
pro-globalization fanatics, are now packed with 
presentations by globalization critics and cho- 
ruses about corporate social responsibility. Even 
the language of religion has made a comeback. 
The founder and patron of the World Economic 
Forum, Klaus Schwab, began the 2008 meeting by 
saying that it was “time to pay for our sins.” 

Indeed, it is hard to find defenders of classical 
rule-bound liberalism at events such as Davos. 
The readiness with which global captains of busi- 
ness embrace their opponents reminds me rather 
of the way in which the Florentine ruling and 
banking house of Medici sponsored Savonarola, 
the most vociferous and radical critic of commer- 
cial culture; or of the decision by Henry Ford, at 
the depth of the Great Depression and the height 





Power and hegemony matter again 
as political decision makers 
see a zero-sum game. 


of labor discontent, to commission the Mexican 
artist Diego Rivera to paint Marxist-inspired mu- 
rals at the Detroit Institute of Arts. 

Two phenomena today are overlapping: One is 
a crisis in the financial system that drove global 
integration over the past four decades; the other is 
a worry about the character of globalization. 


THE WORLD TRANSFORMED, AGAIN 

The recent episode of globalization was driven 
by a dramatic expansion of financial flows. Al- 
though the pre-1914 era witnessed very substantial 
capital flows, and the developing countries of the 
time were able to sustain larger levels of borrow- 
ing than they do today, the modern era is charac- 
terized by a much larger volume of transactions. 
The daily turnover in foreign exchange markets 
rose from $200 billion in the mid-1980s to $800 
billion in the mid-1990s and to almost $4 trillion 
today. Financial assets now amount to four times 
the annual value of world output. 

Like previous globalization eras, the latest one 
was a time of accelerated in- 
novation. The results of glo- 
balization produced a great 
deal of relatively widely 
dispersed wealth and well- 
being, with the conquest of 
global poverty looking more 
feasible at the beginning of 
the twenty-first century than at any previous mo- 
ment. But there may have been too much innova- 
tion to digest. 

Previous globalizations were also characterized 
by the special dynamism of one sector of the econ- 
omy. Eighteenth century expansion was driven by 
big productivity increases in agriculture, which 
led to increased purchasing power and made pos- 
sible a consumer revolution during the so-called 
“First Industrial Revolution.” The second half of 
the nineteenth century saw a transformation of 
the world because the expansion of manufactur- 
ing, especially in iron and steel, made possible a 
transportation revolution with the steam engine 
and the iron-hulled steam ship. 

Economic historians consequently identify 
two big shifts in activity and employment over 
the past two hundred years: the shift from agri- 
culture to manufacturing in the nineteenth cen- 
tury, and a move away from the “old” manufac- 
turing into services in the twentieth century. But 
in each case, a dramatic crisis created the con- 
ditions for change. The 1840s witnessed the last 


big hunger crisis in traditional rural Europe, with 
crop failures over most of the continent leading 
to famine and starvation. The impoverishment 
of agriculture was sufficient to produce a major 
downturn for everyone else. When the crisis was 
over, many farmers moved to other activities, and 
a major boom in the core businesses of the first 
Industrial Revolution began. 

The Great Depression of the 1930s had a similar 
transformative effect on economic structures. In 
the short run the Depression looked devastating. 
But widespread industrial unemployment pushed 
workers into new occupations and underlined the 
importance of the skills and education that proved 
vital for the development of the service economy 
of the late twentieth century. 

In each instance of economic and employment 
transition, older types of business did not stop. 
They were just carried out more efficiently. Though 
it has a tiny farm population, the United States re- 
mains a major agricultural producer and exporter. 
Despite all the discussion of deindustrialization 
and America’s loss of relative competitiveness since 
the 1970s and 1980s, the United States is also still 
(just) the world’s largest manufacturer. 

The twentieth century movement into servic- 
es can be broken into two phases. First, and in 
large part as a response to the Great Depression, 


as well as to the Second World War, all indus-’ 


trial countries saw a massive growth in govern- 
ment employment. The enthusiasm for state-run 
economies reached a peak in the 1970s, but soon 
there was a widespread realization that the public 
sector simply could not go on growing. Electoral 
pressures produced a new emphasis on efficiency 
in the provision of public services. Privatization 
became the obvious source of efficiency, and re- 
quired a new approach to the financing of pub- 
lic goods. Secondly, then, a new sort of economic 
growth set in. From the 1970s, the breaking down 
of national frontiers helped promote financial glo- 
balization and with it an explosive growth in the 
demand for financial services. 

The credit crunch of 2007-2008 is a turning 
point because it has revealed some serious weak- 
nesses in the growth sector of the past decades. 
It was precisely in the world’s most financially 
sophisticated countries—the United States, the 
United Kingdom, France, and Switzerland—that 
the flaws in bank supervision were most apparent. 
The flaws were not just of external supervision. 
Internal risk management in financial institutions 
was frequently inadequate. Italy and Spain, on the 
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other hand, which had dynamic banking systems 
but were still widely regarded as fundamentally 
sleepy, had much better and tighter supervision. 

How will adaptation to the new environment 
occur? A conventional response to financial dis- 
order is a demand for more regulation. There are 
analogies in the previous waves of economic de- 
velopment. Faced by agricultural distress, well- 
intentioned people called for a greater regulation 
of agricultural prices. In the industrial chaos of the 
1930s, forced amalgamations, cartels, and state su- 
pervision seemed like a good answer. But the better 
answer has always been technical change. Raising 
productivity in agriculture or industry through the 
use of new techniques and new equipment meant 
that these activities could become much more pro- 
ductive, while employing fewer people and gener- 
ating less macroeconomic vulnerability. 


THE INNOVATION OPTION 

Innovation is likely to be the long-run answer 
to banking problems as well. Regulatory and su- 
pervisory functions will be handled—as they 
have been in the wake of the credit crunch—by 
an intensified testing of responses to hypotheti- 
cal situations (the failure of a big counter-party, a 
geopolitical upheaval, and so forth). Conflict-of- 
interest situations can be handled by algorithms 
that authorize or prohibit transactions. In the 
same way as trading floors are now mostly obso- 
lete, most banking functions can and will be han- 
dled simply by machines. Financial intermedia- 
tion will become simply an interaction of software 
systems. 

As in previcus transition phases, individuals 
who work in the industry will try to produce con- 
vincing arguments that their business depends on 
the human touch. Harvesting machines were sup- 
posed to lower the quality of the grain collected, 
since it was no longer subject to immediate in- 
spection by the human eye. British train drivers at 
one time insisted that two people were needed to 
ensure transportation safety. It took a long time to 
convince the public that one-man trains were safe. 
Today some mass transit systems work with driv- 
erless trains. Advanced automobile plants are now 


largely collections of robots. A personal banker is 


a status symbol, but nothing more, and certainly 
not a necessity. 

One of the achievements of the recent appli- 
cation of psychology to economics has been the 
demonstration of how irrational many human de- 
cisions are. The story of the contemporary credit 
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crunch has also, surprisingly often, been a tale 
familiar from much older financial crises, that of 
the flawed individual or the rogue trader. The ap- 
plication of electronics would eliminate much of 
the potential for the errors and flaws of humans. 

But which of these outcomes is most likely in 
the short and medium term—the state-centered 
story of increased regulation, or a benign story 
of continued technical change? Past globaliza- 
tion episodes indicate that change perceived as 
too fast or too incomprehensible often provokes 
revulsion. In such cases, very rapid innovations 
are followed by regulatory clampdown—as dur- 
ing the economic crisis of the 1930s. In this sense, 
we are likely to see more and more parallels with 
the political dynamics of the world of the Great 
Depression. 


BACK TO POWER POLITICS 

The rapid reversal of financial flows has pro- 
foundly destabilizing consequences for the politi- 
cal systems that try to produce a response. Two 
surprising conclusions are emerging in today's 
policy discussions, but only one has been fully 
digested. First, big public 
sector action is needed. Sec- 
ond, such action is compli- 
cated because in a globalized 
world the need for assistance 
spans borders. 

Private sector solutions 
have been tried but have 
failed in a breathtakingly short space of time. The 
most frequent consolation for such failures is that 
a really bad crisis is purgative. Insolvent business- 
es close, bad loans are written off, and lenders can 
lend with new confidence. Henry Paulson, who 
came to America’s Treasury from the strongest US 
investment bank, Goldman Sachs, made the pur- 
gation gamble in allowing Lehman to go under. He 
argued that the United States could not tolerate a 
bailout culture. A firm denial by the government 
should be seen as a sign that most of the Ameri- 
can economy is fundamentally sound, and that US 
financial markets are sophisticated enough to be 
able to identify sound business practices. 


The Treasury secretary in the Great Depression 


was also a titan of finance, Andrew Mellon. Mel- 
lon's immediate conclusion in the face of the 1929 
stock market panic has subsequently become no- 
torious: “liquidate labor, liquidate stocks, liqui- 
date the farmers, liquidate real estate . . . purge 
the rottenness out of the system." It very quickly 


US policy makers are treating 
a new state capitalism as 
the emerging global reality. 


became clear that the high-risk bet of 2008 did 
not pay off, any more than it did in 1929. 

In a financial system that suffers a radical loss 
of confidence, only institutions with more or less 
infinite resources can. stem the tide. Such insti- 
tutions can conceivably be self-help organiza- 
tions, such as pools of powerful banks. That was 
the case in 1907. The US Treasury indeed tried 
to put together such a: pool on Sunday, Septem- 
ber 14, 2008. However, in a climate of profound 
uncertainty, self-help is not enough. Govern- 
ments or central banks are needed, because only 
they are both big and quick enough. Only they 
could quickly come to the assistance of the giant 
US housing finance institutions Fannie Mae and 
Freddie Mac, and then deal with AIG. 

Now the call for a stronger state is a global phe- 
nomenon. A recent study by the US National Intel- 
ligence Council on what the world will look like 
in 2025 sketches a future in which state capitalism 
of the kind practiced in China or particularly Rus- 
sia will be a powerful force to be reckoned with. 

The question of state involvement having been 
settled, a second question is what kind of govern- 
ment can do the job of put- 
ting the pieces back together. 
Not just any government will 
do. In the heyday of modern 
globalization in the 1990s, it 
looked as if small open states 
would be the winners of glo- 
balization: New Zealand, 
Chile, Ireland, the Baltic Republics, Slovakia, or 
Slovenia. But already by the 2000s, a new vision 
had emerged in which the main beneficiaries would 
be very large emerging markets with quite power- 
ful states, the group that Goldman: Sachs dubbed 
the BRICs (Brazil, Russia, India, and China). 

In a world in which there is a new preference for 
power, even states of moderate size—such as the 
traditional big European states or Japan—are not 
big enough to act effectively on their own. Their 
helplessness was already visible in recent debates 
over European energy policy. Britain, France, or 
Germany (let alone the much smaller central Eu- 
ropean countries) cannot tackle issues such as 
the politics of pipelines crossing Russian territory 
without a collective negotiating stance. 

The absence of an effective Europe-wide solu- 
tion has been even more apparent in the responses 
to the 2008 financial crisis. Mid-sized European 
governments possibly can rescue mid-sized Euro- 
pean institutions. But in the case of really major 


financial conglomerates at the heart of the world’s 
financial system, there are probably only two 
governments that have the firepower: the United 
States and China. 

In the similar circumstances of a financial 
meltdown in 1931, there were also only a limited 
number of governments that could be effective. 
The old economic superpower, Britain, was too 


exhausted and strained to help anyone else. The. 


world’s reserves were massively accumulated in 
the United States. Thus, the only plausible case for 
a way out of the worldwide depression in 1931 lay, 
as the great economic historian Charles Kindle- 
berger emphasized, with some step taken by the 
United States. At the time, there were all kinds 
of convincing reasons that Americans should not 
want to take on the burden of a worldwide rescue: 
Sending more money to Europe might be seen as 
pouring money down a drain; had not the Euro- 
peans fought a World War that had been the fount 
of the financial mess? Economically, such action 
would have made a great deal of sense from a 
long-term perspective. Politically, with no short- 
term payoff at all, it was a non-starter. 


CHINA’S CHOICE | 3 

. China is the America of this century. Indeed, 
the initial stages of the credit crunch in 2007 were 
managed with such apparent painlessness because 
sovereign wealth funds from the Middle East, but 
above all from China, were willing to step in and 
recapitalize the debt of American and European 
institutions. The pivotal moment in today's events 
came when a Chinese sovereign wealth fund, Chi- 
na Investment Corporation (CIC), was unwilling 
to go further in its exploration of buying Lehman 
Brothers. CIC's turning back will be seen in the fu- 
ture as a moment when history could have turned 
in a different direction. 

Today there will be plenty of reasons why the 
Chinese might want to pull back from a global 
commitment. Some of the arguments reverberat- 
ing around Beijing are very reasonable: There is a 
great deal of uncertainty, and the sovereign wealth 
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funds might lose a lot of money. CIC would have 
initially lost seme money with Lehman. Some 
lines of thought are more emotional: Might not 
2008 be a payback for the American bungling of 
the 1997—1998 East Asian financial crisis? - 

We are about to see what stake China really has 
in the survival of the globalized world economy. 
Ás in 1931, the political arguments are all against 
a rescue operation. Only the far-sighted will see 
that the economic case for such an operation is 
compelling. The arguments that convince, how- 
ever, will be fundamentally political rather than 
economic. Just before the Asia-Europe Meeting 
of October 24, 2008, Chinese President Hu Jintao 
stated that China would behave “with a sense of 
responsibility." But that responsibility has a dis- 
tinct price, at least in the short term. 

There were already before the summer of 2007, 
when the financial crisis began, many signs that 
we were at the beginning of a new era, in which 
the "globalization thesis" was being rolled back 
once more. In this new world, differences between 
countries and between different national styles of 
capitalism (and differing approaches to state con- 
trol) become more important. Business leaders 
focus on the way they have "traditionally" done 
business. Individuals see risks rather than oppor- 
tunities coming from the outside. Citizens detect 
corruption and distrust elites. Countries are will- 
ing to fight trade and currency wars, and to resist 
foreign interventions in corporate affairs. 

Political leaders in this world focus on rede- 
signing the trading and monetary systems to al- 
ter the balance of political and economic power. 
Office holders attempt to use their new control 
of the financial system to shape the national eco- 


 nomic destiny. State capitalism becomes more 


widespread. Politicians treat foreigners both in 
and outside their countries as scapegoats. Power 
and hegemony matter again as political decision 
makers see a zero-sum game rather than the at- 
tractions of collaboration. In this world, conflict 
tends to escalate, and conflicts destroy the basis 
of prosperity and internationalorder.  : E 
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Navigating the Energy Transition 


MICHAEL I. KLARE 


undergo a great social, economic, and tech- 
nological transition. In place of the fossil 
fuels—oil, coal, and natural gas—that now sat- 
isfy most of our energy needs and define key as- 
pects of contemporary civilization, a new class of 
renewable energy sources will come to dominate 
RESOURCES ` the . industrial land- 
Bee at ae aaah scape. Huge arrays of 
! Global genos 2009 | wind turbines and solar 
7 panels will replace the 
smokestacks “a refineries that now surround ma- 
jor cities. In place of gasoline, filling stations will 
provide advanced biofuels or hydrogen to. supply 
fuel cells. High-speed rail lines will connect ma- 
jor cities, while light rail will snake through large 
and small cities and their suburbs. Our homes, 
schools, factories, and offices will be designed to 
use as little energy as possible for heating, cool- 
ing, and illumination. , : 
From our vantage point today, we can read- 
ily envision the world of 2050, and picture how 
the development of alternative sources of energy 
will alter our lives and those of our descendants. 
What is less clear is how we will get from here to 
there. At the conclusion of the process, the global 
economy and its myriad transportation systems 
will have been reconstructed along new lines, and 
the human population will have learned to live 
in new and more environmentally sensitive ways. 
But the transition from our current energy system 
to one based largely on renewables will be fraught 
with danger and crisis, as the supply of existing 
fuels dwindles and that of alternative fuels proves 
inadequate to make up the difference. Navigating 
this great transition could well prove the most 


Be now and 2050 or so, the world will 
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difficult challenge facing the human community 
in the twenty-first century—and it is a challenge 
that has already forced itself upon us. 

Why will this prove such a great challenge, 
and why is it upon us now? Let us begin with the 
obvious: An abundant supply of affordable ener- 
gy is essential for the effective functioning of the 
world economy. Without sucha supply, the global 
economy slows and suffers all sorts of disorders 
and trauma. We saw ample evidence of this in 
the spring and summer of 2008, when oil prices 
reached record levels, causing intense misery for 
the automotive, airline, and tourism industries, 
as well as for farmers, truckers, and commuters. 
High oil prices were not the direct cause of the 
financial meltdown of late 2008, but they were a 
significant factor in the subprime mortgage crisis 
that ultimately triggered the meltdown, in that 
they boosted the monthly costs faced by hard- 
pressed homebuyers in remote exurbs (the epi- 
center of the subprime pandemic). The price of 
gasoline only dropped when the economic cri- 
sis suppressed international demand, and it will 
stay low only so long as the crisis persists. As 
soon as economic activity rebounds, oil prices 
will climb again. 

Energy is tied to another critical concern of the 
emerging era: global climate change. The largest . 
single constituent of the greenhouse gases that are 
deemed responsible for planetary warming is car- 
bon dioxide (CO,), and the principal source of the 
CO, now accumulating in the outer atmosphere 
is the burning of fossil fuels to generate electric- 
ity or power motor vehicles. The more we rely on 
fossil fuels for these purposes, the greater will be 
the emissions of CO, and the faster the warming of 
the planet. The obvious solution to this peril is to 
reduce consumption of oil, coal, and natural gas. 
But this will require accelerating the development 
of climate-friendly alternatives, and this will take 
time and a great infusion of capital. Meanwhile, 


we still need abundant supplies of energy—at- 
fordable energy—and this puts a premium on the 
increased output of fossil fuels. 

The intensified pursuit of fossil fuels to satisfy 
vital economic requirements will also bear on yet 
another key aspect of the current epoch: grow- 
ing geopolitical rivalry among the major powers. 
In a world in which every nation must endeavor 
to satisfy its requirement for an adequate sup- 
ply of energy, the competition for access to the 
world's remaining reserves of oil and natural gas 
is destined to become increasingly fierce. This 
has led the major consuming nations to employ 
every means at their disposal—including mili- 
tary means—to gain advantage in the competi- 
tive struggle over diminishing stocks of energy. 
In some cases, this has led to an influx of arms 
into areas of instability, as in Africa and Cen- 
tral Asia; in others, to the permanent deploy- 
ment of military forces, as in the Persian Gulf 
and Caspian Sea basin. As the competition for 
fossil fuels increases, these geopolitical rivalries 
are likely to gain further momentum. 

So the three greatest concerns of the moment— 
the global economy, the en- 
vironment, and geopolitical 
competition—are directly 
tied to the nature of the 
world's existing energy mix. 
And this is where the prob- 
lem lies. The types of energy 
on which we currently rely 
to satisfy most of our needs 
are not likely to prove adequate to meet future re- 
quirements—yet the harder we work to increase 
their availability, the more we doom the planet to 
catastrophic climate disorder and recurring geo- 
political crisis. 


THINGS AS THEY ARE 

To grasp better these underlying realities, it is 
essential to examine the world's existing energy 
balance. Át present, most of the world's energy 
is derived from fossil fuels. According to the US 
Department of Energy (DOE), fully 86 percent 
of total world energy consumption was satished 
in 2005, the most recent year for which compre- 
hensive figures are available, by such fuels—36.7 
percent by oil, 26.5 percent by coal, and 23.2 per- 
cent by natural gas. An additional 7.7 percent was 
provided by hydropower and renewable sources of 
energy, and 5.9 percent by nuclear power (see the 
table on page 28). 





Only a radical increase in the 
- tempo of change can ensure that 
alternative sources of energy 
will be available in 2025. 
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It is the relative abundance of fossil fuels that 
has largely propelled the great economic expan- 
sion of the past 65 years, enabling not only the 
reconstruction of Europe and Japan after World 
War II but also the industrialization of Brazil, 
China, India, South Korea, Taiwan, and other 
rapidly growing economies. Over the course of 
this remarkable epoch, the industrialized nations 
erected a global civilization based on easy access 
to affordable fuels and electricity to power a vast 
array of motor vehicles, aircraft, computers, and 
other power-hungry devices. All this has been 
made possible because the international energy 
industry has—until now—largely succeeded in 
continually expanding the global output of oil, 
coal, and natural gas. Clearly, if this civilization 
is to continue to thrive in the years ahead and 
be extended to even more countries in the devel- 
oping world, this extraordinary feat of energy- 
supply expansion will have to be repeated again 
and again. 

Indeed, the DOE projected in the summer of 
2008 that worldwide energy demand would grow 
by 50 Poa between 2005 and 2030, from 462 
to 695 quadrillion British 
thermal units (BTUs). This 
represents an enormous 
increase—the 233 quadril- 
lion BTUs that must be added 
over the next quarter century 
is the equivalent of current 
energy consumption by the 
United States, Europe, and 
Japan combined. Most of this added energy, the 
DOE assumes, will have to be supplied by the most 
common and well-developed fuels: oil, coal, and 
natural gas. According to DOE projections, these 
three fuels will provide approximately the same 
share of world energy in 2030—85.8 percent—as 
they did in 2005. 

If the energy industry were capable of supply- 
ing all this added fossil-fuel energy in 2030, that 
would be good news for the global economy, in 
that the older industrialized nations could main- 
tain their high levels of consumption while the 
developing world experienced fast consumption 
growth. But it is extremely unlikely that the in- 
dustry will be capable of meeting this objective. 
Although the net supply of fossil fuels may con- 
tinue to increase, the global availability of oil will 
probably go into decline well before the end of 
this period. Natural gas supplies are likely to re- 
main stagnant. This leaves only coal—the most 
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Source: US Department of Energy, International Energy Outlook 2008 (Washington, DC: 2008), Table A2, p. 97. 


CO intensive of the three fossil fuels—as a rising 
source of energy. The bottom line: insufficient en- 
ergy supplies combined with rising greenhouse- 
gas emissions. 

The most troubling aspect of this equation 
involves oil. Although the DOE and many oil in- 
dustry officials claim that global petroleum sup- 
plies will be sufficient to satisfy international re- 
quirements between now and 2030, many experts 
doubt that this will prove to be the case. In its 
World Energy Outlook released on November 12, 
2008, the International Energy Agency (IEA), a 
Paris-based organization affiliated with the Orga- 
nization for Economic Cooperation and Develop- 
ment, warned that global oil supplies may not be 
adequate to meet global needs in the years ahead. 
The agency gave three reasons that this might 
be so. First, existing fields are running out of oil 
at a faster rate than previously thought. Second, 
most newly developed oil fields are smaller and 
less productive than those currently in operation. 
And third, investors are shying away from costly 
and complex projects in "frontier" oil regions like 
the deep waters of the Gulf of Mexico, the Gulf of 
Guinea, Siberia, and the Caspian Sea. 

Of the three reasons, perhaps the most startling 
was the revelation concerning the rapid depletion 
of existing fields. Although the world possesses 
tens of thousands of operating wells, most of our 
oil is drawn from several hundred giant reservoirs 
that produce hundreds of thousands of barrels per 
day. Almost all of these fields were discovered a 
quarter of a century or more ago, and many have 
already passed their peak level of daily output and 


are now experiencing a steady rate of decline. Pre- 
viously, energy analysts assumed that this rate of 
decline was, on average, about 4 to 5 percent per 
year across the board—a conceivably manageable 
rate assuming sufficient investment in new oil 
field development by the major oil companies. But 
after conducting a survey of the world’s 800 top- 
producing oil fields, the IEA concluded that the 
natural decline rate of these reservoirs is closer 
to 9 percent per year, a wholly unexpected and 
troubling outcome that tells us we are moving far 
more rapidly toward the end of the Petroleum Age 
than was previously assumed. 

Replacing 4 percent of the world’s oil supply 
every year is one thing; replacing 9 percent is a 
vastly greater challenge, given the huge cost and 
difficulty of developing new fields. Although the 
oil companies are spending greater amounts ev- 
ery year to locate and develop promising deposits, 
they are finding fewer and smaller fields. And the 
reservoirs they do manage to bring ori line tend to 
empty out much faster than the giants discovered 
earlier, in the golden years of discovery following 
World War II. For example, the two major discov- 
eries of the 1960s, the North Slope of Alaska and 
the North Sea, are already experiencing rapid rates 
of output decline. Only two large discoveries have 
been made since then—the Kashagan field in the 
Caspian Sea and the Tupi field in Atlantic waters 
off Rio de Janeiro—and both pose extraordinary 
technical challenges to the companies hoping to 
bring them into production. 

The only way to ensure adequate supplies of 
oil in the years ahead is for the world's oil com- 


panies to make mammoth investments in drill- 
ing rigs, pipelines, and other infrastructure to 
bring new reservoirs into production. According 
to the IFA, satisfying anticipated world demand 
in 2030 will require a minimum of $350 billion 
per year (in 2007 dollars) in such investments 
every year between now and then. But much of 
this money will have to be spent on facilities in 
the hurricane-prone waters of the Gulf of Mexico 
and the Atlantic, or in conflict-prone areas of Af- 
rica, the Middle East, and Central Asia—which 
gives pause to investors. 

Even before the onset of the world’s current 
economic crisis, many investors were deterred 
by the rising cost of such ventures and, in the 
case of projects in Africa, the Middle East, and 
the former Soviet Union, by the potential for big 
losses as a result of conflict, sabotage, corrup- 
tion, or governmental intervention. Since the 
economic crisis erupted, investors have become 
even more skittish, proving extremely reluctant 
to commit large sums to any projects that entail 
risks of this sort. Thus, even though oil resourc- 
es could prove abundant in 
some of these areas, it is 
questionable whether they 
will be brought on line in 
time to satisfy global needs. 
As noted by the IEA in its 
November 12 report: “It 
cannot be taken for grant- 
ed” that the major private 
oil companies and government-owned oil firms 
like Saudi Aramco will allocate sufficient funds 
“to keep up the necessary pace of investment.” 

What this means, in sum, is that the worldwide 
supply of petroleum is likely to fall short of pro- 
jected global requirements in the decades to come. 
To put this in further perspective, the most recent 
edition of the DOE's International Energy Outlook 
projects that world oil supply will rise from 83.6 
million barrels per day in 2005 to 95.7 million 
barrels in 2015, 101.3 million in 2020, and 112.5 
million in 2030. (This includes conventional oil 
plus “nonconventional” supplies such as shale oil, 
Canadian tar sands, and biofuels.) But many ex- 
perts, drawing on the sort of analysis presented 
above, now believe that world production will 
reach a peak in output well before 2030, probably 
between 2010 and 2015, at a level of about 95 mil- 
lion barrels per day. They believe output will re- 
main at about that level for several years and then 
commence an irreversible decline—dropping far 





Competition for access to the 
world’s remaining reserves of oil 
and natural gas is destined to 
become increasingly fierce. 
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below the DOE’s estimate of 112 million barrels for 
2030. This means that, by 2030 or so, the world 
could be looking at a shortfall of anywhere from 
25 to 30 million barrels of oil per day—a huge 
plunge in the global supply of energy. 


MORE CARBON NEEDED 

Clearly, any effort to satisfy world fuel re- 
quirements in the years after 2015 will require 
a significant increase in the production of oth- 
er sources of energy. In the first instance, this 
will lead to greater dependence on the two other 
fossil fuels, natural gas and coal. Many experts 
believe that the output of gas and coal can be 
substantially augmented to compensate for the 
declining availability of oil. But this, too, could 
prove problematic. 

Without going into great detail, any increase 
in the global output of natural gas will confront 
many of the same sorts of hurdles encountered 
in the case of petroleum. Like petroleum, gas is a 
finite substance produced by natural phenomena 
over many millions of years and is often found in 
similar geological forma- 
tions. Just as the global out- 
put of oil is expected to reach 
a maximum or peak level in 
the not-too-distant future, so 
too will natural gas attain a 
peak in the third or fourth 
decade of the century. 

Also as in the case of oil, 
many of the world’s largest reservoirs of gas have 
already been located and exploited, suggesting 
that less-attractive fields—those in remote loca- 
tions like northern Alaska, eastern Siberia, and the 
Arctic Ocean—are all that remain for future de- 
velopment. Some additional gas is trapped in coal 
beds, shale rock, and other distinctive geological 
formations that can be mined with appropriate 
technologies. Industry experts believe it will be 
possible to exploit all these remote and “noncon- 
ventional” sources of gas. However, the cost will 
be high, and it is doubtful that these sources will 
ever prove sufficient to replace more than a tiny 
share of the energy now provided by oil. 

Any increase in the consumption of natural 
gas will also entail signifi 
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ural gas OPEC.” Several other leading gas produc- 
ers, including Algeria, Libya, Saudi Arabia, and the 
Central Asian states, have also expressed interest 
in forming such a cartel, suggesting the likelihood 
of future constraints on natural gas's global avail- 
ability. This is precisely the sort of environment in 
which conflict could arise over access to sources 
of natural gas, much as has been the case in past 
years over access to sources of petroleum. 

Coal presents a rather different set of problems. 
Coal is expected to remain relatively abundant 
well into the middle of the century (after which it, 
too, will reach a peak in production and go into 
decline). Moreover, large deposits of it are located 
in major energy-consuming nations like China, In- 
dia, Russia, and the United States. With existing 
technology, coal is the cheapest fuel available for 
producing electricity, so its use is growing in many 
developing countries as well as in the United States. 
According to the DOE, China's coal consumption 
will grow by 120 percent between 2005 and 2030; 
in India it will grow by 80 percent, and in the Unit- 
ed States by 31 percent. Coal can also be used as a 
- feedstock for synthetic gas and diesel fuel, making 
it an attractive substitute for natural gas and oil as 
these materials become increasingly scarce, 

However, any increase in coal consumption us- 
ing existing combustion technologies will result 
in a speed-up of global warming and an onslaught 
of climatic disasters. This is so because coal re- 
leases more carbon dioxide per unit of energy gen- 
erated than do the other two fossil fuels. Scientists 
and engineers are working on a technique to sepa- 
rate the carbon from the coal and bury it before 
combustion occurs—so-called carbon capture 
and storage (CCS) technology. But plants using 
this technique are expected to be far more costly 
than existing ones, and at this point no commer- 
cial facility employs this method. As the impacts 
of global warming grow more severe, power com- 
panies will come under greater pressure to use 
this technology, but it is unlikely that it will have 
achieved widespread adoption by 2030. What is 
more likely, at that point, is an increase in conven- 
tional coal technology, producing a heightened 
risk of catastrophic climate change. 


ALTERNATING CURRENT 

Obviously, the best hope for all of us on the plan- 
et (and for our descendents) is for the energy indus- 
try—and the world’s major governments—to invest 
in a massive, rapid expansion of alternative sources 
of energy, especially renewables like solar, wind, 


geothermal, and advanced (non-edible) biofuels. 
These sources are not derived from finite materi- 
als like oil, natural gas, and coal but are infinitely 
replaceable, and release very little or no carbon in 
their operation. Eventually, when the great energy 
transition is completed, most of the world’s energy 
supply is likely to be derived from these sources. 
But increasing the amount of energy supplied by 
these sources will prove an uphill and expensive 
struggle—and until that process is completed, we 
could be in for very difficult times. 

At present, renewables and hydropower sup- 
ply only 7.7 percent of the world’s energy. Ac- 
cording to the latest projections from the DOE, 
this figure will only rise to 8.5 percent by 2030, 
not including biofuels; with the addition of bio- 
fuels, it would rise by another percentage point 
or two. (Nuclear power provides another 5.9 per- 
cent of world supply currently. Although nuclear 
power is likely to continue playing a small but 
significant role in satisfying world energy needs, 
it poses so many safety, nonproliferation, and 
waste disposal challenges, as well as legal and fi- 
nancial challenges to investors, that it is unlikely 
to exceed single digits in its net contribution to 
the global supply.) Even if we assume these fig- 
ures are overly pessimistic, this is hardly enough 
to compensate for the decline in oil or our peril- 
ous reliance on coal. Only a tripling or quadru- 
pling in the share of energy provided by renew- 
ables and advanced biofuels by 2030 can put us 
far along the path of a successful transition. 

Several factors account for the slow pace of 
renewable energy’s development. To begin with, 
major utilities and their government backers have 
long been accustomed to relying on oil, coal, gas, 
and nuclear power, so they have been reluctant 
to make major investments in alternative sources 
of power. According to the IEA, three-quarters of 
the world’s projected output of electricity in 2020 
(and more than half in 2030) will come from gen- 
eration facilities that are already in operation to- 
day—almost all of them powered by fossil fuels 
or nuclear energy. Furthermore; most of the new 
plants under construction—especially in China 
and India, where the demand for added electricity 
is greatest—are of this type. It will be very hard, 
under these circumstances, to increase the share 
of energy provided by alternative sources. 

In addition, wind, solar, biofuels, and other, 
more advanced sources of energy face many ob- 
stacles that must be overcome before they can 
replace fossil fuels on a very large scale. Wind 


and solar power pose a common set of problems. 
Both collect energy intermittently, and so are off 
line for considerable periods of time. Also, both 
achieve their maximum effectiveness in remote 
areas like the American Southwest (in the case of 
solar power) or high plains (for wind) that are tar 
removed from areas of greatest demand, and so 
lack adequate connectivity to the electrical grid. 
Biofuels pose different problems. Most ethanol in 
the United States is manufactured from corn ears, 
a valuable source of food for humans and animals; 
the very process of making it, moreover, entails a 
large and wasteful input of energy. 

To overcome these ‘various obstacles, huge 
sums must be spent—on developing new stor- 
age batteries so that energy collected from wind 
and the sun can be harvested when the supply 
is great and later dispersed when it is not; on 
an expanded (and more efficient) electrical grid 
connecting vast solar arrays and wind farms to 
major population centers; and on advanced bio- 
fuels using nonfood plant matter as a feedstock, 
and chemical rather than 
thermal means of manu- 
facturing ethanol. Addi- 
tional investment is also 
needed to develop other 
promising but as-yet un- 
proven technologies, in- 
cluding hydrogen fuel 
cells, wave energy, and fusion reactors. 

But even with a huge increase in spending 
on energy alternatives, such as President-elect 
Barack Obama and his supporters in Congress 
have proposed, it is highly unlikely that renew- 
ables, advanced biofuels, and climate-safe (that 
is, CCS) coal will be available on a large enough 
scale in 2030 to make up for what is likely to be 
an inadequate supply of oil and natural gas. In- 
creased efforts at conservation will help, as will 
greater reliance on public transportation. But it 
is hard to escape the conclusion that in the mid- 
dle stages of the great transition, from roughly 
2020 to 2040, global energy supplies—except for 
climate-threatening coal—will be insufficient to 
meet global needs. 


COMPETITION HEATS UP 

In a world constrained by inadequate stockpiles 
of energy, we can expect intense geopolitical com- 
petition for whatever supplies are available at any 
given time. As the US National Intelligence Coun- 
cil (NIC) suggested in its November 2008 assess- 





Most of our oil is drawn from 
several hundred giant reservoirs and 
many have already passed their peak. 
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ment of the likely strategic environment in 2025: 
“The rising energy demands of growing popula- 
tions and economies may bring into question the 
availability, reliability, and affordability of energy 
supplies. Such a situation would heighten tensions 
between states competing for limited resources, 
especially if accompanied by increased political 
turbulence in the Middle East and a general loss 
of confidence in the ability of the marketplace to 
satisfy rising demands.” 

The NIC report, Global Trends 2025: A Trans- 
formed World, is particularly illuminating because 
it focuses on the same period discussed in this ar- 
ticle: the midpoint in the great transition from fos- 
sil fuels to a post-petroleum economy. The report 
suggests, as well, that the world of 2025 will be 
well on its way toward the adoption of alternative 
forms of energy, yet will still be highly dependent 
on fossil fuels to satisfy most day-to-day require- 
ments. At the same time, according to the report, 
significant problems will have arisen in boosting 
output of oil and gas to match rising worldwide 
demand. The result, it pre- 
dicts, is an environment of 
perceived scarcity. In such 
an environment, political 
leaders will see no option 
but to employ any means 
at their disposal to maxi- 
mize their own country’s 
supplies—even at the risk of conflict with equally 
desperate competitors. 

“In the worst case,” observes the NIC report, 
“this could lead to interstate conflicts if government 
leaders deem assured access to energy resources to 
be essential to maintaining domestic stability and 
the survival of their regime.” Even in the absence 
of war, competition for energy will have important 
geopolitical implications as states undertake strat- 
egies to hedge against the possibility that exist- 
ing energy supplies will not meet rising demands. 
For example, “energy-deficient states may employ 
transfers of arms and sensitive technologies and 
the promise of a political and military alliance as 
inducements to establish strategic relationships 
with energy-producing states.” 

Read deeper into the NIC report, and you find 
numerous portrayals of a world torn apart by re- 
lentless struggle over precarious supplies of oil 
and natural gas. Central Asia comes in for partic- 
ular attention as a site of potential conflict among 
the United States, Russia, and China for control 
over that region’s hydrocarbon reserves. Africa, 
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a growing source of oil for the United States. and 
China, is also seen as a potential site of geopoliti- 
cal rivalry. Even the Arctic—increasingly open to 
oil and gas drilling as a result of global warming— 
is deemed a possible locale for conflict. 

These kinds of rivalries are doubly dangerous. 
Not only do they risk full-scale war among the 
major powers, with all the destructive effects that 
would entail, but they would also consume mam- 
moth sums of money that could otherwise be de- 
voted to the development of energy alternatives, 
thereby slowing the transition to a post-petroleum 
industrial system. In fact, a world of recurring en- 
ergy wars could make a successful transition im- 


possible, or delay it until such time as the world 


economy had contracted substantially and glob- 
al warming had advanced much further than it 
might have otherwise. 


It is painfully evident, then, that the current 
pace of transition is far too slow to achieve the 
intended results in time to avert global catas- 
trophe. Only a radical increase in the tempo of 
change can ensure that alternative sources of 
energy will be available in 2025 and beyond to 
compensate for the decline in oil and prevent 
increased dependence on unsafe coal. This will 
require vastly greater expenditures on efforts to 
realize the full potential of wind: power, solar, 
geothermal, advanced biofuels, hydrogen, and 
climate-safe coal, along with increased invest- 
ment in public transportation. The world of 2050 
can be a bright, livable environment in which re- 
newable energy sources power prosperity—but 
only if we take steps now to accelerate the transi- 
tion from our current energy system to its un- 
avoidable replacement. E 
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The New Disarmament Discussion 


SHARON SQUASSONI 





uclear disarmament appears to be on track even induce states that now do not have nuclear 
for a political makeover. Serious com- weapons to develop them. 

mentators have begun to discuss what it More important, the security order of the past 
might take to actually get to zero nuclear weapons, half-century has been based on the logic of nu- 
a question that is no longer the exclusive purview clear deterrence. Talking realistically about elimi- 
of grassroots activists. No one believes the goal nating nuclear weapons has, bordered therefore 
will be achieved any time soon. But a consensus on doctrinal heresy. (In contrast, no one argues 
SECURITY has emerged that the that hunger, cancer, or poverty have their uses.) 
dr | . project of disarmament Trading a “nuclear peace" for uncertain outcomes 
| Global Trends, 2009) must be taken seriously seemed far too risky. Yet, as Norwegian Foreign 
007 —7* if the world is to avoid Minister Jonas Gahr Store remarked at an interna- 
further proliferation of nuclear weapons, perhaps tional conference in Oslo last February, the Achil- 
into the hands of terrorists. les heel of thinking about nuclear weapons has 
Until about two years ago, few but the most ar- been the false assumption that the status quo is 

dent antinuclear groups advocated outright elimi- less risky than change. i 


nation of nuclear weapons.: Arms control advo- 


cates lobbied for fewer strategic nuclear weapons, TERRORISM FOCUSES THE MIND 





less threatening alert postures, a continued ban on What has shifted? First, the language of dis- 
nuclear testing, and limited or no modernization armament has been adopted by senior American 
of existing stockpiles, among other things. When statesmen and, abroad, by senior government of- 
cornered, US government officials would note that ficials. It is not clear yet that this language will 
Article VI of the Nuclear Nonproliferation Treaty be adopted within the US government, which, if 
(NPT) calls for negotiations in good faith on effec- it happened, could be the first step toward setting 
tive measures relating to cessation of the nuclear the machinery of disarmament in motion. But the 
arms race at an early date and to nuclear disarma- careful logic set out in the past two years cannot 
ment. In short, there was a safety valve on just be dismissed as a pipe dream of the political left. 
how far the project of nuclear disarmament could Second, the impetus for stibstantially reducing 
proceed and certainly no timetable for reaching nuclear forces has been linked directly to con- 
any particular goals. | cerns about proliferation and terrorism. The 9/T1 
Visualizing a world free of nuclear weapons be- terrorist attacks; nuclear tests by Pakistan, India, 
longed in the same category as eradicating hun- and North Korea; and Iran's refusal to abide by 
ger or cancer or poverty—a nice idea with over- the resolutions of the International Atomic En- 
whelming practical limitations. There has always ergy Agency (IAEA) and United Nations Security 
been a host of reasons not to eliminate nuclear Council have raised the stakes in efforts to tamp 
weapons. For example, the technology cannot be down proliferation. - 
disinvented. Or, the elimination of nuclear arms. In its simplest form, the idea gaining momen- 
could introduce strategic instabilities and possi- tum is that more weapons—regardless of wheth- 
bly make conventional war more likely. It might er they are amassed in existing nuclear weapon 
states or new nuclear weapon states—provide 
SHARON SQUASSONI is a senior associate at the Carnegie more potential access points for terrorists. A more 
Endowment for International Peace. sophisticated version of the argument suggests 


33 


34 © CURRENT HISTORY * January 2009 


that proliferation of nuclear weapons to new states 
renders an already complex deterrence calculation 
unmanageable, thereby degrading the deterrent 
value of existing nuclear weapons. 

This connection between disarmament and 
nonproliferation and terrorism is significant for 
several reasons. In the past, foreign policy realists 
have argued that disarmament steps were irrel- 
evant to other countries’ calculations concerning 
their aspirations for nuclear weapons, while non- 
proliferation advocates argued that such steps were 
still relevant for the balance and sustainability of 
the nonproliferation regime as a whole. In other 
words, in order to get agreement to strengthen 
nonproliferation (such as enhanced inspections), 
it was necessary politically to show progress on 
disarmament. Realists appear now to be agreeing 
that disarmament steps may be vital to shoring up 
nonproliferation efforts. 

Tying disarmament to reducing the threat of 
terrorist access to nuclear material or weapons is a 
new twist. Although this link formed the basis for 
the cooperative threat-reduction programs begun 
in 1991 in the then-Soviet Union, it has not been 
applied to other nuclear weapon states. In general, 
observers have assumed that nuclear material is 
protected most securely when it is in nuclear weap- 
ons, in contrast to material stored at universities, 
hospitals, and commercial power plants. 

À highly publicized incident in August 2007— 
when six cruise missiles armed with nuclear war- 
heads were mistakenly loaded onto a US Air Force 
plane and flown across the country without author- 
ities being aware that they were missing—under- 
scores the foolhardiness of that assumption. The 
looming threats of proliferation and terrorism have 
lent new urgency to the project of disarmament. 


THE FOUR STATESMEN STEP IN 

In January 2007, four senior American states- 
men—the former Secretaries of State George 
Shultz and Henry Kissinger, Secretary of Defense 
William Perry, and Senator Sam Nunn—published 
an op-ed essay in The Wall Street Journal entitled 
“A World Free of Nuclear Weapons.” The choice of 
venue—the conservative Wall Street Journal—and 
the inclusion particularly of Kissinger sent a com- 
pelling message that nuclear disarmament might 
actually be politically feasible. 

The four statesmen essentially argued that the 
threats posed by nuclear arsenals in the form of 
proliferation into the hands of dangerous states or 
terrorists may ultimately be greater than the risks 


posed by their abolition. They did not reject nu- 
clear deterrence, but suggested that “reliance on 
nuclear weapons for this purpose is becoming in- 
creasingly hazardous and decreasingly effective." 
In response to the op-ed, the former Soviet leader 
Mikhail Gorbachev wrote: “It is becoming clearer 
that nuclear weapons are no longer a means of 
achieving security; in fact, with every passing 
year they make our security more precarious.” 

Part of the appeal of the four statesmen’s ap- 
proach was its grounding in the vision of eliminat- 
ing nuclear weapons that was shared at Reykjavik 
20 years ago by Gorbachev and then-President Ron- 
ald Reagan—two cold warriors at the epicenter of 
nuclear competition. The essay recalled the shock 
and hope of the Reagan-Gorbachev vision—shock 
from experts in the doctrine of nuclear deterrence 
and hope from people all around the world. An- 
other part of its appeal was its remarkable lack 
of ideology. Like a reluctant suitor, this disarma- 
ment campaign, which might more comfortably be 
described as a nuclear security campaign, has at- 
tempted to steer a course between shock and hope, 
particularly by refusing to disavow deterrence. 

Shultz, Perry, Kissinger, and Nunn called for 
making the goal of a nuclear-weapons-free world 
a joint enterprise among nuclear weapon states. 
The steps they advocated are well-known, includ- 
ing reducing alert levels, substantially cutting 
nuclear force levels, working toward a Compre- 
hensive Test Ban Treaty (CTBT), halting the pro- 
duction of fissile material for weapons globally, 
and improving the security of nuclear weapons 
and weapons-usable material worldwide. If the 
four authors had simply called for taking those 
steps, rather than placing them in the framework 
of a world free of nuclear weapons, their article 
might have elicited curiosity about the breadth 
or depth of their agreement, but not the level of 
excitement it has generated thus far. 

A year later, in a follow-on article in The Wall 
Street Journal, the four statesmen called for mak- 
ing disarmament a practical enterprise among 
non-nuclear nations as well. This time, their rec- 
ommendations primarily focused on US and Rus- 
sian actions but also fleshed out steps toward a 
test ban and: efforts to manage the risks of the 
nuclear fuel cycle. 

This postideological campaign—some might 
say itis a perfect fit for the Obama administration— 
has not argued that the vision of a world without 
nuclear weapons is right or moral. Instead, it has 
argued that the vision is necessary to energize ac- 


tions and to build the international trust and coop- 
eration necessary for those actions. Coming from 
what some call tne “realist” security elite, it has 
the very real potential to effect change. 

Á wider, international campaign has also begun, 
officially unveiled in Paris in December 2008. Draw- 
ing from military, political, religious, and business 
communities, the Global Zero campaign seeks to 
generate support among world leaders for disarma- 
ment steps. Members of Global Zero thus far include 
former foreign ministers and retired generals from the 
United States, United Kingdom, Pakistan, and India. 
The group hopes to hold a world summit of 500 lead- 
ers in January 2010. A key question is whether the 
campaign will catch on in the relevant pA Eme 


WILL OTHER STATES GO FOR IT? 


Gauging support for a world free of nuclear 
weapons is difficult. The five nuclear weapon state 
parties to the NPT all have expressed support for 
the general commitment under the treaty's Arti- 
cle VI to pursue nuclear disarmament. But as the 
late Swedish Prime Minister Olof Palme remarked 
30 years ago, "Every- 
body pays lip service 
to disarmament, but 
the issues are clouded 
by technical details 
and secrecy, left to the 
experts" Has much 
changed? 

The United Kingdom has certainly gone furthest 
in rhetoric. British Prime Minister Gordon Brown 
has called for accelerating disarmament among 
nuclear weapon states, preventing proliferation to 
new states, and ultimately achieving a world that 
is free of nuclear weapons. In June 2008, the "UK 
Four’—former Foreign and Defense Secretaries 
Douglas Hurd, Malcolm Rifkind, David Owen, 
and George Robertson— published an article in 
The Times of London entitled *Start Worrying and 
Learn To Ditch the Bomb.” Their starting point 
was simple and stark: The more nuclear material 
in circulation, the greater the risk it could fall into 
the wrong hands. They suggested nuclear disar- 
mament is possible (but stopped short of saying it 
is necessary), and chose to describe a world free of 
nuclear weapons as an “ultimate aspiration." 

Actions may speak louder than words, how- 
ever. The United Kingdom recently has embarked 
on a path that, according to British officials, is 
making their country a “disarmament laboratory." 
The government has tasked the Atomic Weapons 





In a world that has fewer nuclear weapons, 
the incentives to use civilian nuclear facilities 
for clandestine purposes may be greater. 
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Establishment with detailing key stages in verify- 
ing disarmament, including the authentication of 
warheads, chain of custody problems in sensitive 
nuclear weapons facilities, and monitored storage 
of dismantled nuclear weapons. In addition, ex- 
perts have been working on provisions to manage 
access to sensitive nuclear facilities. 

The British government commissioned a study 
in 2008 by the International Institute for Strate- 
gic Studies on the requirements for disarmament. 
“Abolishing Nuclear Weapons,” a paper by George 
Perkovich and James Acton, explores how to cre- 
ate the necessary security conditions for disarma- 
ment as well as measures to verify and enforce it. 
The UK has also set in motion an effort among the 
five nuclear weapon states’ laboratories to explore 
technical verification issues. 

French officials have steered clear of support- 
ing abolition of nuclear weapons. President Ni- 
colas Sarkozy, with the United States, refused in 
2005 to reaffirm the goal of total elimination of 
nuclear arsenals that nuclear weapon states had 
made at the NPT 2000 review conference. On the 
other hand, Sarkozy 
announced in March 
2008 that France 
would reduce its nu- 
clear arsenal, and he 
urged support for the 
entry into force of the 
CTBT (which France 
has signed and ratified), as well as a global ban on 
fissile material production for weapons. Ultimate- 
ly, however, France presently views its nuclear de- 
terrent as vital protection against a wide range of 
threats. 

Official Russian rhetoric has been slightly 
more supportive. In a speech to the Geneva- 
based Conference on Disarmament in February 
2008, Foreign Minister Sergey Lavrov stated that 
many of the steps recommended by Shultz, Perry, 
Kissinger, and Nunn were “in line with Russia's 
initiatives.” But then he proceeded to warn that 
US efforts to deploy its global anti-ballistic mis- 
sile system would affect Russian decisions about 
strategic offensive weapons, footnoting the fact 
that limitations on strategic arms may expire 
soon. Sergei Kislyak, the Russian ambassador 
to the United States, told Arms Control Today in 
November 2008 that Russia supports the ulti- 
mate goal of eliminating nuclear weapons, but he 
stressed the complexity of the process. Clearly, 
a follow-up to the 1991 strategic arms reduction 
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treaty, which will expire at the end of 2009, is a 
critical first step in the entire process. 

It is not clear how the Russians' actions will 
compare to their rhetoric. For example, Foreign 
Minister Lavrov introduced a draft treaty at the 
February Conference on Disarmament to elimi- 
nate all short- and medium-range ballistic mis- 
siles, essentially an extension of the 1987 Inter- 
mediate Nuclear Forces (INF) agreement. Yet the 
proposed deployment of 10 US missile interceptors 
to Poland in late 2008 prompted Russia to declare 
that it would station Iskander missiles in Kalinin- 
grad. Critics have noted that the Iskander's range 
can be extended to the point that it would violate 
the INF treaty. 

Another issue is Russia's modernization of its 
strategic systems, made possible by strong eco- 
nomic gains of the past few years. Some analysts 
note that this modernization does not necessarily 
preclude steps toward disarmament, since Russia 
might feel more comfortable negotiating from a 
stronger position. 

China also is modernizing its nuclear forces. 
But its policies and practices have shown restraint 
in the deployment of nuclear weapons. And Bei- 
jing has long stated its support for the “complete 
prohibition and thorough destruction of nuclear 
weapons,” including the conclusion of a treaty 
for that purpose. Any attempt to bring China 
into multilateral negotiations will likely depend 
on significant US-Russian advances first. Accord- 
ing to Chinese official policy: “The two countries 
possessing the largest nuclear arsenals bear spe- 
cial and primary responsibilities for nuclear dis- 
armament. They should . . . create conditions for 
achieving the ultimate goal of complete and thor- 
ough nuclear disarmament." 

China has committed to “no first use" of nucle- 
ar weapons, and has urged other nuclear weapon 
states to do the same—including abandoning de- 
terrence based on a first use of nuclear weapons. 
In addition, China supports early negotiations on 
a Fissile Material Cut-off Treaty, as do most of the 
other nuclear weapon states. 

Any disarmament project would have to reel in 
the three states outside the NPT that have nuclear 
weapons: India, Pakistan, and Israel. India's com- 
mitment to a world without nuclear weapons is 
longstanding, but like China, its efforts to mod- 
ernize and expand its arsenal create doubts about 
matching actions with words. At the 2008 UN 
General Assembly, Prime Minister Manmohan 
Singh suggested a number of practical measures 


toward disarmament. These include: reaffirming 
the unequivocal commitment of all nuclear weap- 
on states to the goal of completely eliminating nu- 
clear arms; reducing the salience of nuclear weap- 
ons in security doctrines; and adopting measures 
to reduce the risks of accidental war, for example, 
by taking nuclear systems off alert status. 

The Indian prime minister also called for efforts 
to negotiate new agreements, including a global 
pact among nuclear weapon states on a policy of 
no-first-use of nuclear arms, and a universal and 
legally binding ban on the use of nuclear weapons 
against non-nuclear weapon states. In addition, 
Singh proposed a convention on prohibiting the 
development, production, stockpiling, and use of 
nuclear weapons and creating a plan to destroy 
nuclear weapons. Such a convention, he urged, 
should lead to the global, nondiscriminatory, and 
verifiable elimination of nuclear weapons within 
a specified time frame. 

Pakistani President Asif Ali Zardari recently cre- 
ated a stir when he suggested that Pakistan would 
not be the first to use nuclear weapons in a war 
with India. But it is not clear that the Pakistani 
military also supports this significant change in 
nuclear doctrine. Pakistan has continued to expand 
its nuclear arsenal, including building new reactors 
to make more weapons-grade plutonium. Although 
Pakistani officials rhetorically support disarma- 
ment, they are likely to throw up roadblocks to 
progress on the CTBT and fissile materials ban. 

Meanwhile, Israel's nuclear weapons remain 
under wraps, making it difficult for Israeli offi- 
cials to say much about their own nuclear arms or 
their views on disarmament. They have, however, 
been very clear about one thing: Efforts to rid the 
Middle East of weapons of mass destruction can 
only be successful in the context of durable peace 
and transparency. 


INTO THE BELLY OF THE BEAST 

The vision of a world without nuclear weapons 
has taken shape outside of governments, but is in- 
creasingly creeping inside governments. The elec- 
tion of Barack Obama holds particular promise 
in this regard. During the presidential campaign, 
Obama stated his intention to make the goal of 
eliminating nuclear weapons worldwide a central 
element of US nuclear policy. He declared that "a 
world without nuclear weapons is profoundly in 
America's interest and the world's interest. It is our 
responsibility to make the commitment, and to do 
the hard work to make this vision a reality." 


In particular, Obama promised to “initiate a 
high-level dialogue among all the declared nucle- 
ar weapon states on how to make their nuclear 
capabilities more transparent, create greater con- 
fidence, and move toward meaningful reductions 
and the eventual elimination of all nuclear weap- 
ons.” In the interim, Obama and his national secu- 
rity team are committed to maintaining a strong 
deterrent while stopping the development of new 
nuclear weapons. 

As part of a plan to control and eventually 
eliminate nuclear weapons around the world, 
President-elect Obama has called for securing, 
within four years, all nuclear materials in the 50 
countries that have them, and phasing out highly 
enriched uranium in the civil fuel cycle. He wants 
to negotiate radical reductions in US and Russian 
nuclear stockpiles, and to lower current alert lev- 
els of deployed nuclear forces. He has called for 
negotiating a verifiable global ban on the produc- 
tion of fissile materials for weapons, and a global 
ban on all intermediate-range missiles. Obama 
has proposed the creation of a new global nuclear 
energy architecture that includes an international 
nuclear fuel bank, inter- 
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be embraced by the states most important for its 
success? Several critics of the four statesmen's 
approach have suggested that convincing Ameri- 
cans will be the easiest part. The challenges fac- 
ing this project are daunting and will need to be 
whittled away over time. Political will to work on 
disarmament must be sustained for long periods, 
which will be difficult. Technical issues too will 
require sustained attention. 

Politically, the top priority will be to renew co- 
operation between the United States and Russia, 
ata time when US-Russian relations have reached 
a new low. President Dmitri Medvedev has con- 
tinued to urge the United States to drop its plans 
to deploy missile defenses in the Czech Republic 
and Poland, but he also has interpreted President- 
elect Obama's muted response so far as favorable, 
according to press reports. Medvedev specifically 
has expressed hope that the Obama administra- 
tion will help restore US-Russian relations. 

Technical challenges depend on a host of deci- 
sions about the scope of disarmament and how it 
would be carried out. Would the scope cover war- 
heads, nuclear material, and/or delivery vehicles? 

What level of confidence 





national fuel cycle centers, 
and reliable fuel supply as- 
surances. Ánd he wants to 
increase funding for IAEA 
inspections and safeguards. 

President-elect Obama 
has also stated that he will 
ask the US Senate to ratify 
the CTBT as soon as it is practical to do so, and 
will launch a diplomatic effort to get other states, 
such as India and Pakistan, to support the treaty. 
It is too soon to tell how nonproliferation and dis- 
armament priorities will compete against other 
more urgent economic, foreign, and security policy 
priorities in the Obama administration. But even 
creating a favorable impression in 2009 could buy 
time to win support further down the road. 





THORNY CHALLENGES 

Nuclear issues have a way of sticking around 
a long time. Fifty years after the dawn of nuclear 
energy, no country has been able to decide where 
to permanently store nuclear waste. Nuclear fu- 
sion is, and has been for a while, about 50 years off 
into the future. And the disarmament project was 
born in 1945 and is still in its infancy. 

Will the campaign for nuclear disarmament 
become a movement? Is that necessary? Will it 


Obama stated his intention to make 
the goal of eliminating nuclear 
weapons worldwide a central 
element of US nuclear policy. 


would be necessary in veri- 
fying declarations of stock- 
piles and the destruction of 
warheads? How can sensi- 
tive information be protect- 
ed so that nuclear secrets 
are not divulged? Many of 
these technical problems 
will require years of study before any decisions 
are reached; the studying should begin now. 

Other technical challenges that need to be 
sorted out concern how to deter and detect any 
proliferation after nuclear weapons have been 
eliminated—in other words, the risk of a country 
“breaking out” from zero nuclear weapons. For 
those that favor countries’ maintaining a hedging 
capability, this is less of an issue. For others, the 
continued use of nuclear energy in a world that 
has far fewer or zero nuclear weapons may present 
significant technical challenges. 

All types of nuclear fuel—whether reactors use 
natural uranium, low-enriched uranium, or plu- 
tonium—require some sensitive fuel cycle facili- 
ties. Both uranium enrichment and spent-fuel re- 
processing plants, which separate out plutonium 
from waste products, can be used to make reactor 
fuel or fuel for bombs. In a world that has fewer 
nuclear weapons, the incentives to use civilian 
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nuclear facilities for clandestine purposes may be 
greater since the advantages to be gained would 
be greater. This is why all disarmament propos- 
als stress the importance of enhancing controls on 
nuclear material worldwide. 

This would be a challenge even if the status 
of nuclear energy remained exactly as it is today. 
However, industry experts predict a major expan- 
sion. In the past few years, dozens of countries have 
stated that they plan to develop nuclear energy as 
an antidote to dependence on oil and natural gas 
and as a greener energy solution in the context of 
global climate change. If all the states that now 
have plans actually followed through on them, cur- 
rent nuclear reactor capacity could double by 2030. 
If states were serious about using nuclear energy to 
help significantly reduce carbon dioxide emissions, 
nuclear capacity might triple or quadruple. 

Nuclear power, moreover, would no longer be 
concentrated in the relatively advanced 31 nations 
that now operate reactors in North America, Eu- 
rope, and Asia, but would. spread among possibly 
80 countries with widely divergent economic, so- 
cial, and political development. The real problem 
would be if the sensitive fuel-making capabilities 
of enrichment and reprocessing also spread to sig- 
nificantly more countries. Technical and political 
solutions to these technologies’ proliferation risks 


have so far been relatively unappealing to most 
countries, although work on this undoubtedly 
will continue. 


THE ULTIMATE ASPIRATION 


It would be wrong to suggest that a consen- 
sus has emerged on abolishing nuclear weap- 
ons. Yet recognition is growing among experts 
and some government officials that the risks of 
nuclear arsenals may outweigh their benefits, 
given the security challenges posed by prolif- 
eration and terrorism. This is an enormously 
different environment from the one that existed 
in 1946, when the US government proposed to 
eliminate nuclear weapons under the Baruch 
Plan. It is also enormously different from the 
1980s environment that spawned the nuclear 
freeze movement. 

Moving toward the goal of zero nuclear weap- 
ons will require sustained engagement by experts 
inside and outside governments. It might also re- 
quire, as Palme suggested decades ago, a ground- 
swell of support from people across the world. 
Most important, it will require committed politi- 
cal leadership and vision to create the security 
structures that will enable states confidently to 
reduce and eventually to eliminate their depen- 
dence on nuclear weapons for security. = 





“Protéctions for vulnerable developing countries, could be lost if a Doha failure 
leads more powerful nations to devalue the WTO's role in governing trade.” 
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Does the Doha Round Matter? 


KIMBERLY ANN ELLIOTT 


he international trade negotiations known 
as the Doha Round collapsed last summer, 
and prospects for their revival remain un- 
certain as the Obama administration prepares to 
take office. The nominal cause of the collapse was 
a technical issue relating to agricultural trade. 
But that was a proxy for deep and longstanding 
DEVELOPMENT differences between de- 
. veloped and developing 
| Global Trends, 2009 | countries over the role 
T of trade in development 
and how to define a fair deal. 
The impasse raises difficult questions. Among 
them: Is the Doha Round really dead, or can it be 
revived, as it has been on several previous occa- 
sions? Since analysts expected the results of this 
round to be fairly modest in any case, does it mat- 
ter that it collapsed? What effect would failure have 
on the World Trade Organization (WTO)? Does the 
WTO, even though it is just more than a decade 
old, need institutional reform to make it relevant 
for the twenty-first century? And how' does trade 
politics, at a time of global economic downturn, af- 
fect prospects for development among the world’s 
poorest nations? - 





A LEGACY OF DISTRUST 

First we must consider how we got here. The 
WTO's predecessor, the General Agreement on 
Tariffs and Trade: (GATT), was created as part of 
the post-World War II institutional structure 
designed to avoid the mistakes and beggar-thy- 
neighbor policies that contributed to the severity 
of the Great Depression. Negotiations under the 
‘GATT were successful in significantly lowering 
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rich-country tariffs on imports.in most sectors. 
The exceptions were high tariffs mostly applied 
to labor-intensive products for which developing 
countries had a comparative advantage. 

This pattern reflects the fact that, until the 1970s, 
Canada, the European Community, Japan, and the 


United States were the key players in the GATT, 


while developing countries were mostly bystanders, 
if they were members at all. Developing countries 
accepted this system because they were asked to do 
little in terms of opening their own markets, yet 
they could reap the benefits of tariff cuts by others 
under the “most favored nation” principle, which 
generally requires that any tariff cut granted to one 
GATT member be extended to all others. 

But this lack of participation also meant that 
sectors of interest to developing nations—agri- 
culture, clothing, and other labor-intensive man- 
ufactures—were mostly left out of agreements. 
To cite one example, importers of Bangladeshi 
and Cambodian goods, mostly apparel, paid more 
than $800 million in import duties in 2006. That 
is roughly the same amount that importers of 
goods from the United Kingdom and France paid 
on more than ten times the value of imports. It is 
also more than six times the amount Bangladesh 
and Cambodia received in foreign aid that year. 

The United States and other rich countries 
have programs that provide preferential access 
for developing country exports, but these pro- 
grams are still typically strewn with exceptions 
for sensitive products that are in the same labor- 
intensive sectors as those excluded in GATT nego- 
tiations. Most countries provide somewhat better 
access for the least-developed countries—for ex- 
ample, the European Union through the Every- 
thing But Arms program, and the United States 
through the African Growth and’ Opportunity 
Act and other regional initiatives. But even the 
most generous trade preference programs often 


, 
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have exclusions, usually for agricultural prod- 
ucts, or restrictive eligibility rules that make it 
difficult for many smaller, poorer countries to 
take advantage of opportunities. 

Over time, as developing countries became 
more important players in international trade, 
GATT members at all levels of development grew 
increasingly frustrated with the gaps in the sys- 
tem. The Uruguay Round of GATT negotiations was 
launched in Punta del Este, Uruguay, in Septem- 
ber 1986 to address some of the gaps. These trade 
talks were the first in which developing countries 
were fully engaged and were expected to accept all 
of the new rules under what was termed a "single 
undertaking." Developing countries still received 
"special and differential" treatment, in that they 
cut their tariffs less and over a longer period of 
time. They also were given longer phase-in peri- 
ods to implement new rules. But ultimately, na- 
tions had to accept the agreement in its entirety in 
order to join the newly created WTO. 

It was not long before dissatisfaction grew and 
many developing countries came to view the re- 
sults of the Uruguay Round 
as tilted in favor of the rich 
countries. In exchange 
for agreeing to new rules 
covering services and the 
protection of intellectual 
property, and to remove 
impediments to foreign 
investors, developing countries were supposed 
to receive increased market access in previously 
excluded sectors—agricultural products, textiles, 
and clothing. But expected benefits from the ag- 
ricultural agreement proved illusory because the 
new rules were too loosely defined and countries 
were able to avoid reforms. And when China 
joined the WTO in 2001, the elimination of quotas 
on textiles and apparel turned out to be more a 
problem than a boon for many smaller developing 
countries because they had difficulties retaining 
market share in a more competitive market. 

Implementation of new rules on reforming cus- 
toms procedures also turned out to be more costly 
than anticipated. And controversy erupted over 
the Agreement on Trade-Related Aspects of In- 
tellectual Property Rights (TRIPS), which, among 
other provisions, required developing countries 
to provide patent protection for pharmaceuticals. 
TRIPS raised concerns about access to affordable 
drugs in developing countries, especially for anti- 
retrovirals used to treat HIV/AIDS. 





Taking the politically difficult steps 
needed to complete the Doha Round 
is unlikely to be an early priority 
for President Barack Obama. 


WHY THE TALKS BROKE DOWN 

Perceptions about the unfairness of the results 
of the Uruguay Round turned into a major obsta- 
cle in the Doha Round. The backlash against the 
TRIPS agreement raised developing-country resis- 
tance to negotiating rules in new sectors—and so 
competition policy, investment, and government 
procurement were removed from the agenda in 
the first failed Doha Round ministerial talks in 
Cancun in September 2003. 

Progress in the traditional market-access nego- 
tiations was real, but modest, and occurred at a 
tediously slow pace. This was due in part to the 
GATT’s earlier successes, which left most of the 
rich countries’ tariffs at low levels and meant they 
had little left to contribute in a reciprocal bargain- 
ing process. What remained to negotiate were the 
always politically sensitive areas of agriculture, 
apparel, and other labor-intensive sectors. 

Many developing countries had unilaterally 
lowered import tariffs in the 1980s and 1990s as 
part of broader economic reforms. Yet the upper 
limits on tariffs to which 
they had committed in 
trade negotiations were 
usually much higher, as a 
result of special and dif- 
ferential treatment that al- 
lowed these countries to 
take smaller tariff cuts. 

Thus, Doha Round tar- 
iff cuts in rich countries, where the rates actu- 
ally applied are usually close to the ceilings set 
in GATT negotiations, would cut into real barri- 
ers in sensitive sectors. By contrast, cuts in tariff 
ceilings in developing countries would often do 
no more than reduce the gap between negotiated 
rates and the tariff rates actually applied. While 
that would help bring greater certainty to trade 
flows, it would not provide any increase in actual 
market access. 

One might have expected that the food price 
spikes of late 2007 and the first half of 2008 would 
ease negotiations to reduce agricultural barriers, 
since rich-country farmers were less in need of 
government support. But the US Congress passed 
a farm bill around the time that prices were peak- 
ing that, far from lowering farm subsidies, raised — 
them. And many developing countries, even as 
they slashed tariffs and other import barriers to 
lower domestic prices of food, insisted that they 
needed to maintain maximum flexibility to raise 
trade barriers in the interests of food security. 





Strangely, in a period of shrinking trade and 
soaring prices, the trade talks in Geneva broke 
down over the details of a “special safeguard 
mechanism” for agriculture that would allow de- 
veloping countries to raise barriers in the face of 
surging imports or falling prices. 


THE STAKES IN DOHA 


Because of the strong political sensitivities 
surrounding the remaining tariff peaks in rich 
countries, and the unwillingness of the develop- 
ing countries to negotiate new rules or to signifi- 
cantly open their markets, the initial ambitions of 
the Doha Round were steadily ratcheted down. A 
recent analysis of what was on the table in Geneva 
in July 2008 when the talks collapsed, by Antoine 
Bouét and David Laborde of the International 
Food Policy Research Institute, concludes that a 
successful round might increase world trade by 
more than $300 billion and real world income by 
$59 billion. That compares to roughly $13 trillion 
in global exports and $60 trillion in total world 
income in 2007. 

Those estimates are of potential gains foregone, 
but the study notes that some countries could re- 
spond to a failure to reach agreement—especially 
in conjunction with a global financial crisis and 
deep recession—by raising barriers to trade. De- 
pending on how much countries are assumed to 
raise tariffs, the authors find that global trade 
might fall by $0.7 trillion to $1.8 trillion. Alter- 
natively, the rich countries could decide to move 
forward with a free trade area that excludes the 
developing countries. In that case, global incomes 
and trade increase a tiny bit, but the gains are con- 
centrated in the rich countries, and virtually ev- 
ery developing country loses. 

While the estimated economic gains from Doha 
are relatively small, completing the round would 
yield significant progress toward constraining and 
eliminating some important trade distortions. The 
agreement that negotiators have sought would, for 
example, eliminate agricultural export subsidies. 
It would lower the most trade-distorting subsidies 
that the US government provides to farmers when 
prices drop. It would cut agricultural tariffs in rich 
countries by roughly 50 percent, albeit with higher 
levels remaining on “sensitive” products. It would 
cap rich-country tariffs on manufactured products 
at no higher than 10 percent. It would set caps on 
most developing-country tariffs at around 20 per- 
cent. And it would reduce uncertainty and increase 
market access for exporters of services. 
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Án agreement based on these elements would 
provide important system-strengthening benefits 
by moving the trade system further in the direc- 
tion of the core principles of nondiscrimination, 
transparency, and predictability. In addition, the 
export competition segment of the agricultural 
negotiations includes reforms in food aid practices 
that are needed more than ever in light of the food 
price crisis of 2007-08. While US negotiators have 
resisted fundamental changes thus far, a Doha 
agreement, combined with the food price crisis, 
would increase pressure on Congress to reform US 
food aid polices to allow more flexibility in choos- 
ing between in-kind food donations and cash aid. 
This would allow aid for developing countries to 
be delivered more quickly and at lower cost. 

A successful Doha agreement could also con- 
strain the fishing subsidies that are contributing 
to crashing stocks around the world. It could con- 
tribute to the abatement of climate change and pol- 
lution with a pact to eliminate barriers to imports 
of environmental goods and technologies. And it 
could encourage developing countries to take steps 
to facilitate trade through improved customs pro- 
cedures and reduced documentation requirements. 

As of the end of 2008, low-intensity negotia- 
tions had resumed and many nations, including 
those that gathered in Washington for a Group 
of 20 meeting in mid-November, were calling on 
countries to forswear protectionist measures in 
the face of the economic crisis and try to reach an 
agreement in 2009. But the G-20 declaration did 
little to reenergize negotiators in Geneva, many 
of whom were likely leery of bargaining with a 
lame duck American president. In addition, many 
observers have predicted that Indian negotiators, 
who were the principal naysayers at the failed 
Geneva ministerial meeting in July 2008, are un- 
likely to make significant concessions until after 
elections in the spring of 2009. 

Thus, it seems the Doha Round is at least in 
for a lengthy hiatus, if it is not dead. The real risk 
in this scenario is not the economic loss, but the 
potential political and systemic effects. 


IF THE ROUND FAILS 

Developing countries, particularly the small- 
est and poorest among them, benefit most from an 
international trade system based on rules rather 
than just power. The United States and other pow- 
erful countries agreed to create the WTO because 
it reduces transaction costs for business and con- 
strains the actions of other large countries, thereby 
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increasing predictability for traders and reducing 
the risks and costs of trade disputes. Still, the larg- 
er and richer countries, including emerging econo- 
mies such as Brazil, China, and India, can protect 
themselves, if necessary, in a more Hobbesian en- 
vironment. By contrast, a rules-based system is the 
only recourse for enforcing agreements that small- 
er countries have and, therefore, the only shelter 
they have from protectionist backsliding or bully- 
ing by more powerful trading partners. 

As long as the larger and richer countries value 
the services that the system provides, they are 
generally willing to cooperate with the WTO dis- 
pute settlement process, even when panels con- 
clude they must change policies to come into 
compliance with the rules. The United States and 
other large countries have a reasonably good re- 
cord of abiding by WTO decisions against them, 
even when brought by small countries that have 
no power to “enforce” decisions through the trade 
sanctions mechanism that the rules provide. 

Moreover, because the system is founded on the 
principle of nondiscrimination, even the poorest 
countries, without resources to fully participate 
themselves, can benefit from the efforts of oth- 
ers. For example, West African cotton producers, 
whose incomes have fallen because of global price 
suppression caused by US crop subsidies, will 
benefit from any cuts in those subsidies that result 
from Brazil's legal challenge at the WTO. 

These systemic protections for vulnerable de- 
veloping countries could be lost if a Doha fail- 
ure leads more powerful nations to devalue the 
WTO's role in governing trade. The potential con- 
sequences include increased global fragmentation 
with more preferential, reciprocal trade agree- 
ments; reduced support for and compliance with 
the WTO dispute settlement process; and a protec- 
tionist backlash. 

Negotiation of bilateral and regional trade agree- 
ments has been spreading rapidly for at least two 
decades. Unfortunately, smaller, poorer develop- 
ing countries are often excluded. Or, outside the 
safety of numbers they have in the WTO, they are 
bullied into accepting provisions, such as stronger 
intellectual property protections, that are not al- 
ways in their interest. A decreased willingness by 
powerful countries to abide by WTO dispute panel 
decisions against them could also negatively affect 
the ability of less powerful countries to partici- 
pate effectively in the global economy. 

As for the possibility of a protectionist AEN 
the expectations early in 2008 might have been 


that failure with Doha would lead to an increase in 
the use of trade tools targeted at particular firms or 
products that have relatively minor effects on trade 
flows, such as anti-dumping actions. As fall turned 
to winter, however, and economic projections like 
the days turned darker, the possibility of a broader 
backlash could not be so easily dismissed. Individ- 
ually or in combination, these responses to a Doha 
failure would result in the further marginalization 
of many developing countries. 


TRADE AS A DEVELOPMENT TOOL 


The core principles embedded in the interna- 
tional trade system—openness, transparency, and 
nondiscrimination—create opportunities that 
would not otherwise be open to smaller, poorer 
countries. But the system is under stress. The 
Doha package that was emerging at the WTO last 
summer would have produced only modest eco- 
nomic benefits, but it would have had important 
system-strengthening benefits. Since a strong 
rules-based trade system is needed to protect the 
most vulnerable countries, completing the Doha 
Round should remain a central, short-run goal. 

Wrapping up the current trade negotiation 
would be helpful in maintaining the credibility 
of the WTO, and it would allow members to clear 
the table of “old” issues relating to agricultural 
subsidies and narrow market access. That, in 
turn, would allow WTO members to tackle the 
even greater challenges that lie ahead, such as 
food security, climate change, exchange rates, 
and investment flows. Only some of these issues 
will be dealt with primarily at the WTO, but all 
are linked to trade to one degree or another, and 
all of them would benefit from greater coordi- 
nation between the WTO and other international 
agencies, including the World Bank, the Interna- 
tional Monetary Fund, and various United Na- 
tions agencies. 

In the real world, taking the politically diffi- 
cult steps needed to complete the Doha Round 
is unlikely to be an early priority for President 
Barack Obama. India, meanwhile, is holding 
elections in the spring and the European Com- 
mission will be replaced later in 2009. So serious 
negotiations are unlikely to resume until some 
time in 2010, at best. 

In the interim, several steps could be taken to 
ensure that more vulnerable developing countries 
are not left behind. First, rich countries and the 
emerging markets that have announced plans to 
do so—Brazil, China, and India—should proceed 


with implementation of their commitment to uni- 
laterally remove most barriers to exports by the 
least-developed countries. The proposal to provide 
“duty-free, quota-free” treatment for at least 97 
percent of exports from the poorest countries, as 
part of the Doha Round, was announced by WIO 
ministers in Hong Kong in December 2005. But 
the pledge could be implemented now and then 
locked in if a formal agreement is reached. 

In addition to this increased market access, 
trade preference programs could be improved to 
make them more effective as development tools. 
This could be achieved by making them perma- 
nent, in order to encourage investment; by remov- 
ing product exclusions; and by coordinating eligi- 
bility conditions to make them easier to use. 

The idea of “aid for trade” has also been an im- 
portant part of the discussions in and alongside the 
Doha Round that could be promoted now without 
an agreement. Aid for infrastructure—including 
ior transportation, communication, and energy— 
is needed in many develop- 
ing countries to ensure that 
they can take advantage of 
new market access opportu- 
nities. Some countries may 
also need assistance in imple- 
menting domestic policy and 
governance reforms, or in 
providing adjustment assistance to firms or work- 
ers that suffer as a result of trade policy changes. 

Donor countries and the World Bank have 
pledged to increase aid for trade. Implementa- 
tion should continue and even accelerate, so that 
poorer countries are better prepared to take ad- 
vantage of any trade agreement that is eventually 
reached. In exchange for moving ahead on these 
issues, the least-developed countries, which are 
not being asked to lower barriers in the Doha 
Round, should pledge not to block agreement 
when negotiations resume. 

Finally, since the issues that the WTO has to 
grapple with increasingly involve regulatory 
problems and behind-the-border barriers, the 
organization will have to adapt how it operates. 
Increased cooperation with the World Bank and 
other donors to help developing countries un- 
dertake needed regulatory reform is one part of 
this adaptation. Providing a forum for develop- 
ing countries to have a voice when rich countries 
adopt new regulations that may be difficult for 





A strong rules-based trade 
system is needed to protect 
the most vulnerable countries. 
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poorer countries to meet is also an increasingly 
important WTO role. 

In addition, overcoming developing-country 
opposition to negotiating rules in new areas is 
likely to require modification of the current, sanc- 
tions-oriented approach to dispute settlement. 
Agreements on new rules should not result in 
purely voluntary standards, but implementation 
will need to take more of a “soft law” approach 
than the hard law approach taken toward rules 
covering traditional trade barriers. 


CAN THE SYSTEM ADAPT? 


The rules-based trade system created after 
World War II worked extremely well in lowering 
traditional trade barriers. Along with technologi- 
cal changes that slashed transportation and com- 
munication costs, the system spurred phenom- 
enal trade growth in the latter half of the past 
century. The question is whether the trade system 
can adapt to the new and even more difficult chal- 
lenges posed by broader and 
deeper economic integration, 
including between countries 
with large differences in in- 
come levels. 

Some have responded to 
these challenges by recom- 
mending that the United 
States focus on negotiations with other large, rich 
countries with similar levels of labor, environ- 
mental, and other regulatory standards. Such a 
strategy, especially if combined with a failure to 
complete the Doha Round, would further acceler- 
ate fragmentation in the trade system and could 
undermine trade as a development tool. 

The United States, while never adhering per- 
fectly to international trade rules, has been the 
strongest and most consistent supporter of the 
multilateral trade system since it was created. 
American policy makers throughout the postwar 
period took this stance because it served the inter- 
ests of US exporters and multinational businesses. 
But they also believed strongly that open trade was 
essential for global peace and prosperity—which 
require giving poorer countries opportunities to 
grow and develop. In an ever more integrated glob- 
al economy, where many threats know no borders, 
the commitment to multilateralism in trade should 
not be abandoned just when it is being embraced 
in other areas of foreign policy. a 





It’s Not Easy Being Green 


WILLIAM W. FINAN JR. 


kay. Let's get some of the standard critiques 
of Thomas Friedman out of the way. 

Yes, the New York Times columnist did 
support the Iraq War. In one of his more memo- 
rable columns, just days before the war began, he 
told us—and not very reassuringly—that George 
W. Bush had decided to *throw away the steer- 
ing wheel" in his game of 
chicken with Saddam Hussein 
and that we should brace our- 
selves “for the crash and hope 
for the best—because we're 
all in the back seat.” And yes, 
Friedman did repeatedly say 
that the situation in Iraq would be clarified in the 
next six months—and kept saying so nearly every 
six months until we lost count. 

So Friedman got the war wrong. But Hot, Flat, 
and Crowded is part of his larger work on global- 
ization, an arena in which he has been less often 
wrong. Even in this arena, of course, Friedman 
has overreached. His thesis that “No two coun- 
tries that both have a McDonald's have ever fought 
a war against each other" failed to keep Serbia 
and the US-led NATO from fighting; likewise with 
Georgia and Russia. Still, at some point, even the 
most adamant Friedman critic has to acknowledge 
that professional prognostication is a field ripe for 
failure. If we want to indict opinion mongers for 
getting things wrong, we have a host of them to 
choose from. The National Review's Kathryn Jean 
Lopez, for example, told us in October 2007 that 
Barack Obama's 15 minutes of fame were over. 
Yes, she still is writing. 

And in any case Hot, Flat, and Crowded is not a 
book devoted to prediction. It is instead a Fried- 
man cri de coeur, aimed at reminding his read- 
ership that we, as a planet, are on a path that 
is environmentally unsustainable. The political 
and economic orders erected in the modern age 
are also at risk as a result. But Friedman argues 
that the world's governments and international 
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Hot, Flat, and Crowded: Why We . 
Need a Green Revolution—and 
How It Can Renew America 

by Thomas L. Friedman. 

Farrar, Straus, and Giroux, 2008. 


institutions, rather than focusing primarily on 


politics and economics, need to pay immediate 
attention to the environment. Going green, he 
suggests, is the only way forward in the twenty- 
first century. 

Friedman begins by sketching out just how hot, 
flat, and crowded the world is. The “heat” comes 
from global warming. Com- 
bating climate change must 
be *Plan A" because there is 
no “Plan B" in this “Energy- 
Climate Era.” (The book is a 
tour de force of such linguistic 
.J constructions, carried along by 
an enthusiastic writing style that in the hands of 
a lesser author would resemble the overwrought 
prose of business books.) 

Those who have read Friedman's previous 
book, The World Is Flat, already know that "flat- 
ness" refers to the idea that hierarchical informa- 
tion relationships are breaking down because of 
the internet and the microchip. So “flatness” is 
not a problem, but rather a means by which we 
can find solutions both to global warming and to 
the increasing demands that the planet’s burgeon- 
ing population (the “crowded” part) places on the - 
earth. Hot, Flat, and Crowded is at heart an attempt 
to spell out the looming consequences of global 
warming, and also to show that Americans can 
seize the project of creating a new world order 
grounded in, greenness. Green-based economics 
would mitigate threats posed by climate change. 
It would also create a new geopolitical landscape 
devoid of undemocratic petrostates, the kind that 
help breed the terrorism that has proliferated in 
the first decade of this century. 

Too simplistic in analysis and conception? Yes. 
But genius is often disguised in simplicity. It may 
not be easy being green, but it is considerably bet- 
ter than being hot and crowded. And maybe in 
this brave new green world, countries will indeed 
see cooperation rather than military competition 
as the path to national greatness—whether or not 
they have a McDonald's. E 





THE MONTH IN REVIEW 


November 2008 


INTERNATIONAL 


Global financial crisis | 

Nov. 6—Amid deepening evidence that a recession is under way in 
Europe, the European Central Bank cuts its benchmark lending 
rate to 3.2596 from 3.7596. The Bank of England goes further, 
cutting its rate to 396 from 4.596. The rate cuts come as the 
International Monetary Fund (IMF) predicts that economies in 
developed countries will collectively contract in 2009, the 1st 
time this will have happened since World War II. 

Nov. 25—The IMF approves a loan of $7.6 billion dollars for 
Pakistan, a country that has been in danger of defaulting on its 
national debt. Over recent months Palastan's economic woes 
have intensified international concerns about the countrys sta- 
bility. 

Nov. 26—The European Commission, hoping to avert a worsen- 
ing of economic conditions in the euro zone, proposes a stim- 
ulus package worth about $256 billion. The plan must win the 
agreement of individual EU nations; Germany has expressed 
skepticism. GDP in the euro zone is projected to contract by 
0.696 in 2009. 


AFGHANISTAN 

Nov. 3—The US conducts an airstrike in southern Afghanistan ' 
that, according to an Afghan official, kills at least 40 civilians 
attending a wedding. The US and Afghanistan have for months 
experienced increasing tensions over the deaths of Afghan civil- 
ians. 

Nov. 26—President Hamid Karzai, speaking at a press conference, 
expresses frustration with the progress of NATOS war against 
Taliban militants and demands a timetable for its end. 


ALGERIA 

Nov. 11—The parliament abolishes presidential term limits, paving 
the way for President Abdelaziz Bouteflika to run for reelection 
in April 2009 and perhaps to maintain power indefinitely. 


CHINA 

Nov. 9—The Chinese government, facing weakening demand for 
the country’s exports, announces an economic stimulus pack- 
age worth $586 billion, an amount equal to 7% of the country’s 
GDP. The spending, which will be carried out through state 
banks and state-owned companies, will focus mainly on infra- 
structure. 

Nov. 26—China’s central bank cuts interest rates by more than a 
percentage point to 5.58%. Analysts say the country’s largest 
rate cut in a decade reflects concern that deterioration in manu- 
facturing and real estate could generate social unrest. 


COLOMBIA 

Nov. 4— General Mario Montoya, commander of the nation’s 
military and a close ally of President Alvaro Uribe, resigns 
following Uribes firing the week before of 27 military per- 
sonnel. The firings came amid a growing scandal related to 
security forces’ allegedly having killed innocent civilians in 
order to classify them falsely as insurgents or gang members 
killed in combat. Prosecutors are investigating claims that in 
the past 8 years more than 1,000 civilians have been killed 
outside combat. 


CONGO 

Nov. 7—UN Secretary General Ban Ki-moon and the presidents of 
Congo and several other African countries meet in Kenya to dis- 
cuss responses to conflict in eastern Congo. The conflict centers 
on rebel leader Laurent Nkundas battle against the Congolese 
state. Seventeen thousand UN peacekeepers are stationed in 
Congo, but this has not prevented a recent outbreak of violence 
in which both rebel and government forces have victimized 
civilians indiscriminately. 

Nov. 20—The UN Security Council approves sending 3,000 addi- 
tional peacekeepers to Congo. 


INDIA 

Nov. 26—Arriving by sea, a group of 10 terrorists carries out an 
assault on the financial district of Mumbai, attacking hotels, 
a train station, and other targets. Firing weapons, setting off ^. 
explosions, and taking hostages, the attackers over 3 days kill 
close to 200 people before government commandos gain con- 
trol of the situation. Many believe that the terrorists belong to 
a Pakistan-based group called Lashkar-e-Taiba, which is widely 
thought to have received support from Pakistan’ intelligence 
services. Tensions on the subcontinent run high. 


IRAN 


Nov. 19—The International Atomic Energy Agency says that Iran, 
though it is not believed to possess the technical know-how to 
build a nuclear bomb, now possesses enough uranium, if it is 
further enriched, to produce 1 weapon. 


IRAQ 

Nov. 27—The parliament approves a status of forces agreement 
with the US, according to which American forces must leave 
the country by the end of 2011. The vote represents 1 of the 
most significant pieces of legislation that the parliament has 
managed to complete since its establishment. The deal still 
must be approved in a referendum of Iraqi voters in the sum- 
mer of 2009. 


KOREA, NORTH 

Nov. 12—North Korea. after having agreed in October to allow 
US inspectors to take soil and air samples at its Yongbyon 
nuclear facility, announces that it will not allow those activities 
after all. Pyongyang further says that any US failure to honor 
its negotiated agreements with North Korea could lead "inevi- 
tably to war." 


MEXICO 

Nov. 3—A police commander is assassinated as he leaves his house 
in Mexico state, bringing to 12 the number of officers killed over 

. 5 days in the state. Tne killings highlight the ongoing violence 
that has gripped the country as President Felipe Calderón has 
attempted to crack down on drug cartels. 


RUSSIA 

Nov. 5— President Dmi:ri Medvedev says that if the US bases an 
antimissile system in Poland and the Czech Republic, Russia 
will respond by basing short-range missiles in the Russian terri- 
tory of Kaliningrad, which lies between Poland and Lithuania. 
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Medvedev’ statement, made just hours after Barack Obama 
wins the US presidency, is seen because of its timing as particu- 
larly provocative. 


SOMALIA 

Nov. 21—Heavy fighting in the capital Mogadishu kills over 20 
people, as soldiers representing the nearly powerless provisional 
government battle Islamists who have, over the course of the | 
month, gained control of large areas of the country. A final Isla- 
mist assault on Mogadishu is widely expected. 


THAILAND 

Nov. 25—Protesters attempting to bring down the government of 
Prime Minster Somchai Wongsawat take over Bangkok's Suvarn- 
abhumi International Airport. Two days later, crowds shut down 
a 2nd airport in the region. The protesters, mainly drawn from 
the urban elite, call for an end to corruption. Critics say the 
protesters are opposed to political power for the rural poor, the 
governing partys main electoral base of support. 

Nov. 27—Gen. Anupong Paochinda, head of the nation’s army, 
advises Somchai to step down. 


UNITED STATES 

Nov. 3—Statistics show that auto sales in the US declined by 32% 
in October compared to the same month a year earlier. It is the 
worst month for car sales since 1983 and by some measures 
since World War II. The Big 3 US automakers—General Motors, 
Ford, and Chrysler—say they are in danger of failure. Three 
days later, the Big 35 top executives travel to Washington to 
appeal for federal aid. 

Nov. 4—Democratic Senator Barack Obama defeats Republican 
Senator John McCain for the US presidency, winning 5396 of 


the popular vote to McCains 46%. The election of Obama, 
who will be the country’s 1st African-American president, is 
greeted enthusiastically in most nations, where it is hoped he 
will pursue policies more cooperative than those of President 
George W. Bush. 


Nov. 22—Obama says that once in office he will initiate a 2-year 


economic stimulus plan intended to save or create 2.5 million 
US jobs. He does not say how large the stimulus will be, but . 
economists' estimates run on the order of $700 billion. 


Nov. 23—The Treasury Department approves a plan to rescue 


financial giant Citigroup, whose viability has come increasingly 
under question. The government will inject about $20 billion of 
capital into the firm and commit over $300 billion to guarantee- 
ing debts and securities. The Citigroup rescue is the latest in a 
string of government interventions thàt have so far failed to end 
tumult in the financial sector. 


Nov. 25—The government, through the Federal Reserve and the 


Treasury Department, commits another $800 billion to its ongo- 
ing effort to prop up the financial system. The new money will 
be targeted toward encouraging consumer borrowing and lower- 
ing rates on mortgages. Recent US government interventions in 
the economic sector—in loans, investments, and guarantees— 
now total about $7.8 billion. 


ZAMBIA 


Nov. 2—Rupiah Banda of the incumbent party, the Movement 


for Multiparty Democracy, is sworn in as president after voting 
that took place on Oct. 30. Official results show that Banda 
won 40% of the vote, compared to 38% for Michael Sata of 
the Patriotic Front Party. The opposition says fraud marred 

the vote. The election was necessitated by the August death of 
President Levy Mwanawasa. E 
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| i . ,. Europe 
EUROPEANS HAVE JOINED the rest of the world 
in an economic slump. Fretting about jobs now 
overshadows concerns about Russia, climate change, 
and assimilation of Muslims. In response to the 
financial crisis, Europeans have characteristically 
exhibited more national defensiveness than 
continental collaboration. That reaction, along with 
Ireland’s rejection in June of the Lisbon Treaty, 
which would have conferred greater powers on the 
European Union parliament, underscores doubts 
about Europeans’ ability to act in unity On the 
bright side, like much of the rest of the world, 
Europe now has high hopes for better relations with 
the United States. Topics scheduled to appear in the 
March issue include: 
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"As Brazils mega-summit in December made clear, nations in a transformed region are . 
demanding treatment befitting serious countries with global interests and ambitions." 


No Longer Washington's Backyard 


MICHAEL SHIFTER AND DANIEL JOYCE 


ust one month before Barack Obama's historic 

inauguration, all 33 of the United States' south- 

ern neighbors convened at an unprecedented 
"mega-summit" hosted by Brazil, Latin America's 
largest country and a rising global power. The 
gathering at Costa do Sauipe, in Brazil's eastern 
state of Bahia, showcased yet another of the re- 
gional arrangements that are emerging to deal 
with a variety of vexing issues. 

It also highlighted the region's eagerness to 
play a more assertive and independent role on the 
global stage. That the United States was, quite con- 
sciously, not invited to the gathering should have 
been carefully noted by Obama and his foreign 


policy, team. Latin America plainly wants greater 


distance from its historical hegemon. 

In fact, a variety of regional institutions already 
exclude the United States—ranging from the re- 
cently formed Union of South American Nations 
(UNASUR) to the Common Market of the South 
trade pact (Mercosur) to the Rio Group (which 
dates from 1986 and now includes 23 Latin Amer- 
ican countries). The summit in Bahia represented 
another step in the region's cumulative efforts to 
redefine its relationship with the United States 
and the rest of the world. The Bush administra- 
tion, distracted by pressing global priorities and 
stymied by anti-US sentiment, was perceived as 
largely indifferent to Latin America. Unsurpris- 
ingly, countries in the region are now looking to 
discuss common concerns in entirely Latin Amer- 
ican forums as a way to enhance their leverage as 
they confront a daunting global agenda compli- 
cated by a worldwide economic crisis. 


MICHAEL SHIFTER, a Current History contributing editor and 
an adjunct professor at Georgetown University, is vice presi- 
dent for policy at the Inter-American Dialogue. DANIEL JOYCE 
is a program associate at the Dialogue. 
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To be sure, the substantive accomplishments 
of the meetings organized by Brażil at the end of 
2008 were notably meager. Latin American leaders 
are under no illusions that the rhetorical unity es- 
poused in recent regional forums is representative 
of the underlying reality. On the contrary, summits 
reveal the enormous tensions and divisions that 
characterize Latin America. Discord is mounting 
on economic and energy questions, a reflection of 
long-standing political disputes that belie claims 
of regional solidarity. Yet this disarray is precisely 
the reason that regional space is needed to air dif- 
ferences and explore cooperation. 

Today, as Brazil’s mega-summit in December 
made clear, nations in a transformed region are 
demanding treatment befitting serious countries 
with global interests and ambitions. Latin Amer- 
ica wants to deal with the United States on new 
terms—along the lines of the structure of the US 
relationship with Europe, for example. The United 
States participates in some European summits and 
agreements are reached on some issues, but not all. 
This give-and-take is the normal course of interna- 
tional affairs, but it would mark a sharp departure 
from past patterns of inter-American relations. 


CONTROL OR RETREAT? 

Most Latin American countries are seeking di- 
verse alliances and greater independence, but the 
region still sees the United States as having an 
important role to play. Even amid the current re- 
cession, the economic might of the United States 
means that few governments can afford to shut it 
out completely. Indeed, Latin American nations 
may grow more reliant on the United States as a 
perverse result of the crisis that began on Wall 
Street. Latin American countries today have few 
alternatives to US capital and investment, espe- 
cially as oil revenues fall in Venezuela. The Unit- 
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ed States, moreover, has legitimate interests in 
the region—including trade, drug trafficking, and 
immigration—which provide a foundation for a 
shared agenda with its southern neighbors. And 
Obama’s election as president has generated a rare 
outpouring of goodwill toward the United States, 
clearing the path for more convivial relations. 
With the region in considerable flux, the Obama 
administration has an opportunity to establish 
the United States as a responsible and active par- 
ticipant in inter-American affairs. ! 

To be successful, however, the incoming ad- 
ministration must avoid two approaches that have 
long prevailed in Washington. The first, reflecting 
a markedly paternalistic attitude, attempts to im- 
pose narrowly defined US interests on the regional 
agenda, and then bring along Latin American gov- 
ernments. This tutorial impulse might cast Latin 
American summitry, such as Brazil's recent initia- 
tive, as a threat to Ámerica's dominance in what 
has long been seen as its backyard. In the past, 
such a view has irritated allies, strained relations 
with the region, and hurt US interests. 

The second approach is 
to applaud Latin American 
politicalinitiativesand then 
proceed to argue that such 
signs of political maturity 
should prompt the United 
States to withdraw further 
from the region. Propo- 
nents of such a perspective include both those wlio 
see US meddling as the cause of the region's ills 
and those who regard Latin America as a compli- 
cated distraction from pressing US priorities. Both 
groups are content to turn away, and Brazilian-led 
regional initiative gives them the perfect pretext to 
rationalize Washington's indifference. Accusations 
of US neglect can be deflected by pointing to Latin 
America’s long-sought political independence and 
its emerging, robust diplomacy. 

Both approaches are shortsighted and reflect 
a fundamental misreading of what is happening 
throughout Latin America. Governments in the 
region are deepening formal ties throughout the 
world, partly in response to economic incentives 
and partly in understandable resistance to Wash- 
ington’s paternalistic reflex. Most regional lead- 
ers sought to maintain good relations with the 
United States even under the highly unpopular 
Bush administration. Still, if Washington fails to 
temper its condescending policies and rhetoric 
in light of the new international context, or re- 


Bolivia, Ecuador, and Venezuela 
possess a number of vulnerabilities 
that may grow more serious over time. 


fuses to address the perception that it is indiffer- 
ent to the region, hemispheric relations and US 
interests will suffer. 

The beginning of the Obama administration 
has generated unprecedented enthusiasm and 
expectations, giving the new president a unique 
opportunity to find the middle ground between 
the twin impulses of control and disengagement. 
Of course, Obama has not yet focused on Latin 
America, given other urgent domestic and foreign 
policy challenges. His May 2008 campaign speech 
on the region, entitled “Renewing US Leadership 
in the Americas,” conveyed a vision of broad, 
open partnership, but also relied on some recycled 
policy ideas from a different era. For example, in- 
creasing the number of Peace Corps volunteers 
and reinstating the Special Envoy position created 
during the 1990s do not respond to the funda- 
mental doubts that most Latin Americans harbor 
about US policy. 

The use of the term “leadership” in the speech, 
moreover, carried unfortunate connotations of the 
kind of tutelage that has long been associated with 
the US role in Latin Ameri- 
ca—though this is probably 
not what Obama intended. 
Rather, his idea seems to 
be to exercise leadership 
by identifying and cooper- 
ating on genuine interests 
that the United States and 
Latin America share. To develop such a strategic 
concept and framework, however, requires a nu- 
anced appreciation of the diverse, underlying cur- 
rents at play in Latin American politics. 


COUNTRY OF THE PRESENT 

It is no accident that the multiple, simulta- 
neous meetings of the December 2008 mega- 
summit took place in Brazil. By virtue of its 
sheer size and undisputed role as a regional 
power, Brazil has a unique convening capacity 
in the region. Under the effective stewardship 
of the two-term presidencies of Fernando Hen- 
rique Cardoso and Luis Inacio “Lula” da Silva, 
the so-called “country of the future” has estab- 
lished the underpinnings of economic and po- 
litical stability that had long eluded it. 

Brazil’s competent leadership has helped it 
become the tenth-largest economy in the world, 
while effective social programs have reduced 
poverty levels and even inequality, the country’s 
traditional Achilles’ heel. To be sure, progress at 


home has been far from uniform. Although Lu- 
la’s personal popularity in public surveys stands 
at 80 percent, his administration has been bur- 
dened by corruption scandals, an unwieldy bu- 
reaucracy, and drug-fueled violence. Such prob- 
lems, however, have been largely overshadowed 
by the country’s continued economic buoyancy 
and political steadiness. 

Indeed, these advances have enabled Brazil 
credibly to play the sort of international role. to 
which it has long aspired, a role exemplified by 
the Bahia summit. Along with Russia, India, and 
China, Brazil was identified by the investment 
bank Goldman Sachs in 2001 as one of the “BRIC” 
countries bound for global preeminence, and 
Brasilia is increasingly demonstrating its clout at 
international gatherings like those regarding the 
Doha round of World Trade Organization negotia- 
tions. Petrobras, the Brazilian national petroleum 
enterprise, has proved extremely productive. 
Recently discovered. offshore oil reserves might, 
when fully developed, transform Brazil into one 
of the world’s top energy producers. 

By fits and starts, Brazil has moved to build 
its global profile by taking a reluctant leadership 
role in the region. Brazil was constructive in de- 
fusing tensions between Colombia and Ecuador 
following a cross-border incursion in 2008. It has 
also acted as an honest broker in Bolivia’s inter- 
nal conflict and was a driving force in the United 
Nations peacekeeping mission in Haiti. Likewise, 
Brazil has taken the lead in UNASUR, an attempt 
to integrate various subregional trade groups, 
and in the “Group of 20,” which made developing 
countries a force to be reckoned with in working 
out global trade deals. 

Of course, disagreements and tensions with 
neighbors are inevitable for a regional power. 
Nationalist sentiments and policies in Ecuador, 
Bolivia, and Paraguay, for example, have compli- 
cated Brazil's investments in the region. Never- 
theless, Brazil has moved to fill the vacuum left 
by a diminished US presence in South America 
and has helped steady its occasionally turbulent 
neighborhood. 


BOLIVARIAN CONFRONTATION 

Aside from Brazil, the only other South Ameri- 
can government that aspires to play a wider lead- 
ership role in the region is Venezuela. Over the 
past decade President Hugo Chavez has sought to 
carry out a revolution in honor of the nineteenth 
century independence hero Simón Bolivar. Of 
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course, the contrast between the pragmatic mod- 
eration of Brazil and the confrontational politics 
of Venezuela could not be sharper. 

Chávez has relentlessly pursued political pow- 
er, often by distributing oil revenues and by tak- 
ing advantage of resentment toward the United 
States. A military man who is a stranger to the 
give-and-take of democratic politics, Chávez has 
thrived on continuous battles. For him, the *ran- 
cid oligarchy" of the traditional Venezuelan po- 
litical class and the *empire" of the United States 
are one and the same. His rhetorical attacks fol- 
lowing US military action in Afghanistan in 2001 
and the tacit US support for a coup against him in 
2002 resulted in a severe deterioration in the US- 
Venezuelan relationship. Matters reached a low 
point when Chávez expelled the US ambassador 
from Caracas in September 2008, leading Wash- 
ington to reciprocate. 

Fears of a US invasion or an embargo of Ven- 
ezuelan oil, however improbable those prospects 
might be, have prompted Chávez to step up mili- 
tary and economic cooperation with other adver- 
saries of the United States. In November, Ven- 
ezuela carried out joint training exercises with 
Russia, which has sold the Chávez government 
over $4 billion in military equipment. Chávez is 
also seeking to diversify Venezuela's oil exports. 
The primary target is China, which is now the 
destination for more than 330,000 barrels of Ven- 
ezuelan oil per day. This is up from 12,000 bar- 
rels in 2004 and is roughly one-third the amount 
that Venezuela exports to the United States. These 
relationships, along with Venezuela's growing al- 
liance with Iran, are aimed at needling the United 
States while also curtailing the latter's influence 
in the region. 

Backed by petrodollars, Chávez has been tire- 
less in unveiling new regional initiatives, under- 
taken in the name of regional solidarity but also | 
designed to bolster his own political position. 
This may change, however, if oil prices do not re- 
bound from their steep drop in 2008. The Boli- 
varian Álternative in the Americas (ALBA)—made 
up of Venezuela, Cuba, Nicaragua, Bolivia, Domi- 
nica, and Honduras—is a response to the stalled 
Free Trade Area of the Americas, which is backed 
by the United States. Also central to Chávez's po- 
litical mission are the Bank of the South, an effort 
to diminish the regional influence of Washington- 
based international financial institutions; and 
Petrocaribe, which provides low-priced oil for the 
Caribbean community and some Central Ameri- 
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can countries. The latter has garnered Chávez im- 
portant allies, as have his purchases of $7 billion 
worth of Argentine and Ecuadoran debt. 

Political experiments in other countries in the 
region show some parallels to the Venezuelan ex- 
perience. These experiments have been marked, 
too, by mobilization of long-marginalized social 
groups, authoritarian tendencies, heavy reliance 
on energy resources, and the collapse of a coun- 
trys political establishment. President Evo Mo- 
rales of Bolivia is using his indigenous identity, 
popular support, and natural gas revenues to forge 
a new governance system. Like Chávez, President 
Rafael Correa of Ecuador is taking advantage of a 
discredited political system, widespread popular 
frustration, and significant oil reserves to engi- 
neer a new political framework that concentrates 
executive power and increases state control of cer- 
tain sectors of the economy. 

Treating these cases as one is tempting but 
mistaken. Each case in fact derives from local 
circumstances, and national foreign policies 
vary. Ecuador, for example, 
has refused to join ALBA. 
And  Chávez's ambition, 
money, and belligerence 
put him in a separate cat- 
egory of anti-Americanism. 
Both the Bolivian and Ecua- 
doran governments want to 
continue to receive US trade preferences, which 
the Bush administration suspended for Bolivia 
in retaliation for Morales’s decision to expel the 
ambassador and the US Drug Enforcement Ad- 
ministration. Such punitive measures tend to be 
counterproductive, playing into anti-US rhetoric 
and alienating key allies like Brazil and Chile. 

Bolivia, Ecuador, and Venezuela possess a num- 
ber of vulnerabilities that may grow more serious 
over time, particularly in light of the severe fis- 
cal constraints afflicting each of these countries. 
Without surplus oil revenue, Chávéz will struggle 
to sustain his incipient resource-based alliances 
abroad, and he must also deal with rising public 
insecurity and increasingly vigorous electoral op- 
position at home. Indeed, nations such as Venezu- 
ela are not building a sustainable model for com- 
bining social justice and democratic politics. The 
United States, therefore, should be able to look be- 
yond the provocative rhetoric of these countries’ 
leaders and focus instead on working with other 
countries committed to offering a more viable al- 
ternative. 





GEOGRAPHY MATTERS 


The next mega-summit of Latin American and 
Caribbean governments is scheduled to take place 
in Mexico. The location, as in the case of the Brazil 
summit, is no accident. Despite its proximity to the 
United States, Mexico is not immune to the chang- 
es that have taken place in inter-American rela- 
tions. Indeed, Mexico, like much of South America, 
is seeking greater political distance and indepen- 
dence from decisions made in Washington. 

Mexico, when it was a non-permanent member 
of the UN Security Council in 2003, opposed the 
US decision to take military action in Iraq. This 
represented perhaps the country's clearest and 
most public departure from Washington's line in 
recent times. But even in working out details of 
immigration policy and the recent US anticrime 
package known as the Mérida Initiative, growing 
distance has been evident. The United States has 
been forced to deal with an increasingly pragmatic 
and assertive Mexico on more equal terms than in 
the past—a salutary development that is unlikely 
to be reversed. 

Nonetheless, in contrast 


Brazil has moved to build its to the growing distance 
global profile by taking a reluctant 
leadership role in the region. 


that characterizes relations 
between Washington and 
South America, US-Mexico 
ties have tended to be re- 
inforced by the interplay of 
three global and national trends. First is the in- 
creasingly profound interconnectedness of the 
United States with its closest neighbor to the south. 
The reasons for the persistent significance of the 
US-Mexico relationship are obvious: a 2,000-mile 
border, a robust trade relationship under the 1994 
North American Free Trade Agreement, continu- 
ing high levels of tourism and immigration, re- 
markable cultural intermingling, environmental 
concerns, and an array of other important bilat- 
eral issues. 

The second trend is Mexico's increasingly open, 
competitive, and democratic politics. It has been 
nearly a decade since Mexico witnessed a transfer 
of power to the National Action Party after seven 
decades of rule by the Institutional Revolutionary 
Party. Authoritarian control is steadily giving way 
to more give-and-take in the government sphere. 

The third trend cementing the US-Mexico rela- 
tionship is less benign—an example of the darker 
side of globalization. Mexico has become a principal 
locus of drug-fueled organized crime, an activity that 
led to well over 5,000 murders in 2008. President 


Felipe Calderón, facing brutal and well-financed 
mafias that have penetrated all levels of the Mexican 
state, has turned to the country’s army to take on 
the drug gangs. This approach involves considerable 
human rights risks and has yielded disappointing 
results. The United States, as the main consumer 
of drugs trafficked in Mexico and the main source 
of arms used in Mexican murders, is hardly an idle 
bystander in the. crisis. US.aid through the Mérida 
Initiative may help restore greater state control in 
Mexico, but a longer-term solution will require the 
United States to address the ways in which it is con- 
tributing to the problem. 

Conditions in Central America iud the Carib- 
bean are similarly combustible. Guatemala, the 
largest country in this vulnerable subregion, and 
other nations have scant capacity to respond to 
transnational organized crime and an economic 
slowdown, both of which are exacerbating enor- 
mous insecurity. 

The United States thus remains the principal 
reference point for its closest neighbors—Mex- 
ico, Central America, and the Caribbean, even 
though their political independence is greater 
than it was-in the past.. The subregion is highly 
sensitive to what happens in the United States, 
reaping benefits in good times and suffering dur- 
ing economic downturns. Despite ebbs and flows 
in remittances and migration, the United States 
remains the subregion's main trading partner, 
and the shift toward deeper economic and cul- 
tural integration is unlikely to be reversed in the 
foreseeable future. 


A REGIONAL MOSAIC 


Chile may be the only Latin American country 
that is more intensely globalized than Brazil. Un- 
like Brazil, however, Chile has long enjoyed solid 
economic growth and, with the prominent excep- 
tion of the Pinochet years, an extensive democrat- 
ic tradition. Chile seems determined to exercise 
as many of its options as possible on the global 
stage, as evidenced by its 28 trade agreements, a 
notable example being its pact with China. As a 
non-permanent member of the UN Security Coun- 
cil in 2003, Chile, like Mexico, voted against au- 
thorization of the US war in Iraq. However, the 
Bush administration put aside its disappointment 
and proceeded to approve the US-Chile free trade 
agreement shortly thereafter. 

The example of Washington's relationship with 
Chile—in which trade links are balanced with 
occasional political disagreements—presages the 
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kind of relationship that Washington will need 
to forge with other countries in an increasingly 
globalized and independent region. While Chile 
is better positioned economically than most other 
Latin American countries, it is not immune to the 
global slump, and there are rumblings of discon- 
tent with the long-ruling Concertación coalition. 

Argentina, though it is geographically contigu- 
ous with Brazil and Chile and shares some char- 
acteristics with both countries, is moving in a 
different direction. The government of Cristina 
Fernández de Kirchner has shown troubling signs 
of centralization and insularity while taking con- 
frontational positions toward both the domestic 
opposition and the international community, par- 
ticularly the United States. Argentina is saddled 
with an unpopular administration, a real inflation 
rate second in Latin America only to Venezuela's, 
and a heavy reliance on soy exports that have been 
hurt badly by the global economie downturn. The 
government has tried a variety of measures to 
cope with its challenges, but the country today 
faces considerable uncertainty. 

Colombia, too, is beset by economic. anxiety, a 
product of both the global.slowdown and the re- 
cent collapse of a widespread domestic pyramid 
scheme in which millions of investors were de- 
frauded. Criticism of the.government’s response 
to slowing growth and to the financial fraud may 
well cost President Alvaro Uribe a chance to run 
for a third term in 2010, opening a competitive 
fight to succeed him. During the administrations 
of Presidents Bill Clinton and George W. Bush, 
substantial US antidrug aid and the prospect of 
free trade pushed Colombia into.a close alliance 
with the United States. Now a likely reduction 
in security funding and the stalled progress of a 
trade pact may prod Colombia to try to diversify 
its foreign relations. While less dependence on the 
United States may be a positive development for 
Colombia, there are few obvious alternatives for 
partnerships, at least in the short term. 

The Obama administration would do well to con- 
sult with the Uribe government on the future focus 
of antidrug aid and on the new presidents plans 
for coordinating with Congress to eventually pass 
the free trade agreement. The United States, already 
viewed as unreliable in much of Latin America, 
cannot afford to be seen as snubbing a key ally. 


THE CASE OF CUBA 
Cuba, of course, has been a sui generis case for 
the past half century, and the passing of control 
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from Fidel to Raúl Castro leaves big questions un- 
answered. All signs point to political stability and 
continuity, with democratic and economic open- 
ings coming about only gradually. While a true 
transition to liberal governance is not imminent, 
some cautious but pragmatic economic changes 
have been carried out, such as the leasing of land 
to private entities and the lifting of restrictions on 
sales of cell phones, appliances, and cars. 

Cuba receives an estimated $2 billion per year 
in oil and aid from Venezuela, a subsidy that it can 
ill afford to see cut off given its limited economic 
options. Although Venezuelan assistance to Cuba 
has increased since Fidel formally stepped aside 
as president in February 2008, Cuba has actively 
sought to diversify its economic and political re- 
lationships. Lula has extended $1 billion in credit 
to Cuba, and China and Russia factor heavily in 
Cuba's foreign policy priorities. These and other 
global partners are keen to help Cuba exploit sig- 
nificant oil reserves discovered in its waters. Es- 
pecially in light of a changing political environ- 
ment in the United States, it appears just a matter 
of time before a long-standing, ineffective US em- 
bargo on Cuba gradually gives way to a more open 
posture. At Brazil's mega-summit, Latin American 
governments formally incorporated Cuba into the 
Rio Group, in the process registering their dis- 
pleasure with the hard-line US stance. 

US policy toward Cuba has been stuck on au- 
topilot for decades. The policy has failed to force 
democratic reforms from the Castro government, 
succeeding only in undermining US credibility 
throughout Latin America. Obama has pledged 
to lift Bush administration restrictions on travel 
and remittances by Cuban-Americans. This would 
send a positive signal that the United States will 
be more responsive to regional concerns. But these 
measures should mark the beginning, not the end, 
of the debate. Removing travel restrictions for any 
US resident would be a logical next step. Although 
an immediate dialogue with Raál Castro or an 
end to the embargo is unlikely for political rea- 
sons, the Obama administration should make it 
clear that it is flexible in its Cuba policy and open 
to future negotiations. 


RETHINKING US POLICY 

Latin America’s transformed and fluid land- 
scape should serve as the basis for a fundamen- 
tal rethinking of US policy toward the region. 
But before devising a new approach, the United 
States first needs to understand the contradictory 


and overlapping currents in Latin America. The 
intersection of global forces with national insti- 
tutions and leadership styles is shaping the di- 
vergent trends outlined above—including South 
Ámerica's growing independence from the United 
States; deepening US economic and cultural inter- 
dependence with Mexico, Central America, and 
Caribbean nations; as well as country-specific de- 
velopments. None of these trends is captured by a 
single label or by an ideological left-right dichot- 
omy that tends to obscure more than illuminate 
what is happening in this highly dynamic region. 
Rather than allowing diversity in the region to 
overwhelm US policy, the new administration can 
focus on the most productive partnerships while 
keeping the door open to positive relations with 
all countries. 

The message from most governments is clear: 
They want the United States to be neither on the 
sidelines nor heavy-handed. They would prefer 
that the United States be engaged but not overbear- 
ing. Rather, the agenda needs to be forged through 
a genuine process of collective consultation, espe- 
cially with those governments best positioned at a 
global level to advance the hemisphere's interests 
regarding trade, security, the environment, immi- 
gration, and democracy. 

Sustained bilateral meetings are essential, but 
the Obama administration should also accord 
importance to, and invest in, the inter-American 
system. Multilateral forums offer a space for the 
United States to engage with countries with which 
a close partnership is not feasible, keeping lines of 
communication open in order to take advantage of 
opportunities or to manage crises. 

In recent years, the United States and other gov- 
ernments in the hemisphere have not taken the Or- 
ganization of American States seriously. However, 
the institution performs some valuable functions, 
such as electoral and human rights monitoring, 
and with the right measure of political support it 
could be far more effective in fostering coopera- 
tion. Likewise, although the April 2009 Summit of 
the Americas meeting in Trinidad and Tobago is 
unlikely to lead to a breakthrough in regional rela- 
tions, a convivial atmosphere could set a positive 
tone for future bilateral and regional talks. Multi- 
lateral deliberations are not mutually exclusive of 
intense, high-level bilateral consultations. 

All countries in Latin America are looking 
for greater political and economic autonomy. 
This fact is reflected in the growing role of extra- 
hemispheric actors, such as China, India, Russia, 


and Iran. Europe, particularly Spain, also contin- 
ues to be substantially involved in regional affairs. 
Although the financial crisis has slowed external 
players’ pace of engagement, they will continue, 
in pursuit of different ends and to different de- 
grees, to be active. Because the Monroe Doctrine 
has long been defunct, and the presence of out- 
side governments has expanded in recent years, 
the United States faces competition in its efforts to 
forge relationships, particularly in South America 
but even in Mexico and Central America. 

Given Brazil’s role and importance in the re- 
gion, the United States needs to build significantly 
on the Bush administration's efforts to forge a pro- 
ductive partnership with Brasilia. This requires 
regular bilateral consultations across a range of 
issues, as well as coordination in pushing a com- 
mon, multilateral agenda. Such an exercise would 
yield a host of diplomatic and economic advan- 
tages for the United States 
in the region. Inevitably, 
there will be legitimate pol- 
icy differences with Brazil, 
especially on the difficult 
question of US tariffs on 
ethanol imports—but areas 
of agreement also exist, and 
the Obama administration 
can deepen these to foster 
closer cooperation with the Lula administration 
and subsequent governments. ` ` 

Mexico’s fundamental importance for the 
hemisphere and for the United States calls for en- 
hanced cooperation on a variety of issues. Chile, 
too, can and should be an important ally in push- 
ing a region-wide agenda. Regarding Venezuela, 
the United States should neither confront nor 
embrace Chavez. The Obama administration can 
keep a safe distance by remaining cautious, re- 
instating the US ambassador, and discreetly pur- 
suing consultations in key areas like drugs—all 
without reacting in a way that would offer Chavez 
fuel for his belligerent rhetoric. 


RECONNECTING ON NEW TERMS 

. The overall challenge is to build on existing 
groupings to construct manageable governance 
structures, with US involvement, that more ef- 
fectively connect the hemisphere with global 
concerns. Such an approach would entail, for 
example, devising a US immigration policy that 
takes into account not only narrow domestic 








The United States remains the 
principal reference point for its 
closest neighbors—Mexico, Central 
America, and the Caribbean. 
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and economic interests, but also the concerns 
of the hemispheric partners that are affected by 
the consequences of immigration policies. It is 
noteworthy that in debating the legislation that 
resulted in the construction of a *wall" on the 
US-Mexico border, no consideration was given 
to the effect it might have on bilateral or hemi- 
spheric relations. 

Similarly, although US drug policy has demon- 
strably failed both in the United States and in Lat- 
in America, it has remained largely unchanged for 
decades, the prisoner of US domestic politics. Con- 
sultations in a high-level forum with hemispheric 
partners might well produce an approach that is 
less parochial and more concerned with countries 
where production, trafficking, and consumption 
pose a serious risk to democratic governance and 
the rule of law. Politically feasible options exist 
tiiat would restore some US credibility and answer 
charges of hypocrisy on the 
drug issue. These include 
higher-level attention and 
cooperation, shifting from 
eradication to serious alter- 
native crop development, 
and a renewed emphasis 
on drug rehabilitation and 
harm reduction. 

To the extent possible, 
trade should be thought of as a foreign policy is- 
sue rather than purely a matter of domestic poli- 
tics. The US free trade agreement with Colombia, 
for example, has unfortunately become a victim 
of partisan posturing and rancor, sending a mes- 
sage to the region that the United States cannot 
be depended on as a partner. 

The Obama administration will have to contend 
with formidable domestic political constraints 
and a very difficult economic environment. But 
all signs indicate that the traditional approach to- 
ward the region that characterized the cold war 
years and then returned at the start of the twenty- 
first century remains counterproductive and has 
run its course. The complications that accompany 
financial and economic crises are of great concern, 
but they may paradoxically produce a rare op- 
portunity to question long-held assumptions and 
break old habits. The region is ready to embrace a 
renewed relationship with the United States, and 
the Obama administration is well positioned to 
establish a more constructive partnership that re- 
flects shared interests and priorities. E 
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An Economic Storm Hits Latin America 


SIDNEY WEINTRAUB 
hen the global financial and economic growth among LAC countries during the 1980s— 
crises erupted over the past year, there now remembered as the region's "lost decade." 
was speculation that the Latin Ameri- The pattern of.GDP growth in the LAC region 
can and Caribbean (LAC) region could insulate as a whole from 1979 through 2008 is shown in 
itself substantially from external developments— a chart on page 62. Growth trends were highly 
that the LAC countries could “decouple” them- volatile for the period as a whole—terrible in the 
selves from the recession in the United States and 1980s, up and down in the 1990s, up for five con- 
other developed countries. In fact, while the LAC secutive years from 2003 through 2007, and still 
region seems to be making it through the world- up in 2008 but with signs of weakening because 
wide storm better than it would have before the of the worldwide credit crunch. The Economic 
twenty-first century, it has not decoupled itself Commission for Latin America and the Caribbean 
from the global economic situation. As a conse- (ECLAC) projects regional GDP.growth of 4 per- 
quence, not only has a period of sustained region- cent for 2009, but this may be optimistic in that it 
al growth come to an end, but evidence suggests underestimates the impact of the global economic 
that the healthy growth rates of recent years will slowdown on the region. 
not resume even after the current crisis is over. The salience of 1982 is that development policy 
Latin American and Caribbean countries have in most LAC countries shifted sharply after that. 
been on a rollercoaster economic ride since 1982, Policy variations among countries remained, of 
the year that the Mexican authorities informed course, but the year was a watershed for the region 
the US Treasury and the International Monetary in general. The LAC countries largely discarded 
Fund (IMF) that Mexico was unable to service its import-substituting industrialization (the strategy 
official debt obligations. This inability quickly be- of supporting local production of industrial goods 
came manifest in most other LAC countries as well. for domestic markets) in favor of export promo- 
The timing of the problem was awkward because tion. Foreign direct investment, which had been 
US banks, awash with petrodollars, had over-lent tolerated, was actively pursued after 1982. Coun- 
to LAC countries. While debt restructuring clearly tries that had contracted foreign debt as the pre- 
was required, it was done in modest bites to give ferred means of obtaining foreign exchange now 
US banks time to get their balance sheets in order. sought foreign investment instead. Exchange rates 
Indeed, the debt renegotiation did not take a du- for the region's currencies, which typically had 
rable form until 1989, when the Brady Plan (named been fixed and overvalued (because of high in- 
after then-US Treasury Secretary Nicholas Brady) flation), were made more flexible, and currencies 
provided relief for some of the debt while collater- were even slightly undervalued in order to promote 
alizing the rest with Treasury bonds. One unfortu- exports. Latin American states consciously sought 
nate consequence of the inadequate debt resched- a buildup of foreign reserves to reduce reliance on 
ulings was that they reinforced investor reluctance the IMF and to deal with balance-of-payments dis- 
and other tendencies that contributed to low GDP equilibria. And fiscal policy was altered to reduce 


the high inflation that had long been a hallmark of 


" f LAC economies. 
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ate inflation—would have the effect of insulating 
the Latin American and Caribbean countries from 
disruptive global volatility. And it has, to a degree. 
But not completely. No nations, it would appear, 
can shield themselves from the economic storm 
that originated in the United States and has now 
engulfed the world economy. 


THE LEGACY OF REFORM 

In 1989, the same year that the Brady Plan for 
debt relief was implemented, the economist John 
Williamson coined the phrase “Washington Con- 
sensus” for a series of policies he believed were 
needed to restore LAC economic growth. The 10 
policy prescriptions were largely nonideological, 
at least from a US viewpoint. The advice includ- 
ed open trade, fiscal discipline, unified exchange 
rates, removing barriers to foreign investment, 
tax reform, and financial liberalization. Other 
prescriptions reflected the prevailing wisdom of 
economists, especially in developed countries, 
such as privatization of state-owned. enterprises, 
redirected public expenditures, uniform and low 
import tariff rates, and secure property rights in 
the informal sector. 

The use of the term 
“Washington Consensus” 
was a mistake, as William- 
son later conceded, because 
it implied that the reform 
measures were conceived by 
the US government—which 
was not the case. The Washington Consensus lost 


. its cachet during the latter half of the 1990s when 


annual GDP growth rates in Latin America de- 
clined. Williamson’s phrase was lumped together 
with the word “neoliberalism,” and both became 
terms of opprobrium. Nevertheless, the reforms 
put in place before the LAC region’s sustained eco- 
nomic growth after 2002 were largely policies pre- 
scribed in the Washington Consensus. 

The growth figures from two periods stand out 
in the chart on page 62: those from 1979 to 1982 
and from 2002 to 2007. This is so because these 
figures are consistent over extended periods—the 
first period almost straight down, and the sec- 
ond almost straight up. The LAC region in 2007 
completed its fifth consecutive year of strong GDP 
growth at or near 5 percent annually, and 2008 
marked the sixth successive year of solid GDP 
growth. This is the greatest number of consecu- 
tive years of sustained high GDP growth across the 
LAC region in at least 50 years.. 








Mexico is in particularly bad 
shape. It may have no economic 
growth at all in 2009. 
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The main reason for the higher than usual eco- 
nomic growth over this recent period was an im- 
provement in the region’s terms of trade—that is, 
high prices for oil and other basic commodities. 
Terms of trade increases from 2002 to 2008 were 
a third higher than the average increase for the 
1990s. Migrant remittances also rose sharply un- 
til 2007 and these, combined with the high com- 
modity prices, resulted in yearly regional current 
account surpluses. In turn, this strong position in 
the region's balance of payments stimulated for- 
eign investment. The combined foreign reserve as- 
sets of the LAC countries in late 2008 were about 
3500 billion, providing a cushion for dealing with 
short-term financial problems. 


LIMITS ON GROWTH 


However, an analysis of individual countries’ 
economic performance suggests that the LAC re- 
gion’s.. growth period from 2002 to 2008, while 
impressive, contained ‘features that may militate 
against similar economic performance in the years 
ahead—even after the current global crisis ends. 

Two high growth countries, Venezuela and Ar- 
gentina, have benefited from 
special circumstances that 
may.not be repeated. Ven- 
ezuela experienced sharp 
GDP declines in 2002 and 
2003. The GDP's recovery 
in 2004 was exceptional, at 
18.3 percent, in part com- 
pensating for the poor.growth in the previous 
years, but mainly.resulting from extraordinarily 
high oil prices. Venezuela's GDP growth exceed- 
ed 8 percent in 2005, 2006, and 2007—years. of 
high petroleum prices—but tapered off in 2008 
as oil prices declined. sharply. Venezuela is a 
special case in the LAC region because most of 
its export revenue comes from oil. In addition, 
Venezuela has not practiced prudent fiscal policy 
in recent years. The official figure for consumer 
price inflation.in 2007 was more than 22 percent, 
the highest recorded that year for any country in 
Latin America. 

Argentina’s economy collapsed in the early 
years of this century, but it too recovered in 2003 
and has had GDP growth rates exceeding 8 per- 
cent each year since then through 2007. Just as 
Venezuela’s terms of trade improved markedly 
because of high oil prices, Argentina’s improved 
because of high prices for basic commodities such 
as wheat (of which Argentina is the world’s fourth 
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largest exporter), soy (the world’s third largest 
supplier), and corn (the-world’s second largest ex- 
porter). Prices for these commodities fell sharply 
in 2008. Consequently, Argentina’s GDP growth 
for 2008 fell to an estimated 2 percent. Argentina 
officially admitted to a 10 percent increase in con- 
sumer prices in 2008, but because of shenanigans 
surrounding this measurement, the actual intla- 
tion was probably about double this. In late 2008 
speculation in banking circles put the probabil- 
ity of another Argentine external debt default at 
about 25 percent. 

GDP growth in the two > largest LAC countries, 
Brazil and Mexico, lagged the hemispheric aver- 
age during the recent upsurge—although if Ven- 


ezuela and Argentina were excluded from the. 


regional average for reasons given above, Brazil's 
performance would be about equal to the revised 
average. Brazil’s GDP grew between 4.2 and 4.8 
percent a year from 2004 through. 2007. The esti- 
mate for 2008 is within this range. However, Bra- 
zil’s prospects are less robust for 2009, when GDP 
growth is expected to be 


because about 40 percent of employment is infor- 
mal (not formally registered with the several so- 
cial security systems), and much production does 
not get fully counted. Mexico sends more than 80 
percent of its exports to the United States and was 
already hurt by the US recession in 2008. It likely 
will suffer more from the expected further down- - 
turn of the American economy in'2009. 

Indeed, signs of weakness are multiplying. 
The level of remittances from the United States 
to Mexico declined in 2008 by about $1 billion 
from the roughly $24 billion in 2007. The Mexi- 
can peso remained largely stable until 2007, fol- 
lowing the devaluation at the end of 1994, but 
it depreciated by more than 25 percent in 2008. 
Mexico's central bank has injected caretully ac- 
cumulated foreign reserves into the market to 
strengthen the peso, and reserves at the end of 
2008 were still more than $80 billion. Even so, 
Mexico's growth prospects are poor because of 
drug-related violence in the country, declining 
oil production, ane a failure to make many struc- 

tural changes regarding 





around 2.5 percent or less. 
There may be some recov- 
ery in 2010, but not to the 
levels achieved before the 
global economic downturn 
in 2008. Brazil’s consum- 
er inflation for 2008 was . 
about 6.1 percent, which is 
higher than it was in 2006 and 2007; inflation is 
likely to increase modestly in 2009. The country's 
currency depreciated in 2008 and this contributed 
to the higher inflation. Brazil's current economic 
prospects are bearish in the aftermath of the glob- 
al financial and economic problems of 2008, but 
the overall outlook is still reasonably salutary for 
the medium term. 


MEXICO'S TRAVAILS | 

This is not the case for Mexico. GDP growth 
barely kept pace with population growth between 
1982 and 1989; GDP growth was in the 3 to 4 
percent range for several years after that. Mexico 
suffered an economic collapse at the end of 1994 
and GDP declined by 6.2 percent in 1995. Annual 
GDP growth thus far in the twenty-first century 
has averaged about 3.5 percent, hardly sufficient 
to create enough jobs to accommodate all comers. 
Reputable estimates of Mexico's GDP growth are 
less than 2 percent for 2008 and probably around 
zero for 2009. Mexico's GDP figures are distorted 





Two high growth countries, 
Venezuela and Argentina, have 
benefited from special circumstances 
that may not be repeated. 


tax’ collections (which 
are too low), labor regu- 
lations (burdensome and 
therefore avoided by em- 
ployers), monopolies (ex- 
tensive), and primary and 
secondary education (in- 
adequate). 

Colombia had relatively good economic results 
between 2004 and 2007, with 4.3 percent to 6.0 
percent GDP growth. Costa Rica, the Dominican 
Republic, Panama, Peru, and Uruguay had GDP 
growth that averaged more than 5 percent a year 
during the 2003-2007 upsurge in the LAC region. 
The macroeconomic performance of these coun- 
tries is likely to be relatively good (that is, in the 
context of generally low growth in the LAC re- 
gion) in the next few years. However, public opin- 
ion polls indicate that Peruvian President Alan 
Garcia is highly unpopular because few of the 
benefits of recent high GDP growth have accrued 
to the country's poor majority. Similar problems 
associated with sharp social and economic in- 
equality persist across the region. 

Chile was the outstanding economic performer 
among Latin American countries during the bleak 
years for the region asa whole in the 1980s, and it 
performed reasonably well during the recent surge 
years; for the five years in question, Chile's annual 
GDP growth averaged around 5 percent. But Chile 


benefited from the high price of copper—its main 
export—and, as with other commodities, the 
price of copper has now plummeted. The country 
recently has entered into new alliances with Asian 
trading partners, and this should temper the oth- 
erwise unfavorable economic conditions Chile 
faces in the near future. 

In sum, there has been no simple pattern of eco- 
nomic growth in the LAC region. With respect to 
the two most populous countries, Brazil did well 
during the recent growth period but is now facing 
bleaker prospects because of the global situation, 
while Mexico's performance was humdrum during 
the five good years and is likely to deteriorate in 
the face of the US economic downturn. A number 
of less populous countries (including Costa Rica, 
the Dominican Republic, Panama, Peru, and Uru- 
guay) did well during the five-year upsurge and 
should be able to weather the stormy years ahead 
without severe declines in economic growth. Ar- 
gentina and Venezuela remain special cases, each 
in its own way. The performance of the other LAC 
countries not discussed separately was generally 
satisfactory, but not outstanding, during the surge 
years. The LAC region is a geographic reality, but it 
is a stretch to lump the region's countries together 
economically. 


A REGION DIVIDED 

One factor that has inhibited economic growth 
in the region and will continue to do so after the 
global crisis has ended is a poor record of eco- 
nomic cooperation among LAC countries. This is 
manifested particularly in the region's inadequate 
infrastructure. According to ECLAC, the LAC re- 
gion has historically invested less than 2 percent 
of its GDP in infrastructure, whereas 5 percent 
to 6 percent is needed. A 2007 study of energy 
producers in the Western Hemisphere found that 
transport linkages between countries (pipelines 
in particular) are integrated in North America but 
fragmented in South America. 

The impediments to cooperation in the energy 
sector are mostly nontechnical. They include, for 
example, Bolivia’s unwillingness to send natural 
gas to Chile (because of Chile’s seizure of land 
that deprived Bolivia of access to the sea after 
the latter lost the War of the Pacific that ended 
in 1883); Peru’s reluctance to ship natural gas to 
Chile (because Peru was also a loser in the War 
of the Pacific); and Argentina's revocation in 2004 
of its contract to supply natural gas to Chile (be- 
cause of a gas shortage that developed in Argen- 
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tina after the government there stifled investment 
with its populist measures to depress the price of 
natural gas for consumers). 

Political ideology also continues to divide states 
and impede growth in the region. Leftist govern- 
ments have been elected in many LAC countries 
over the past several decades. These include Bra- 
zil, Chile, and Uruguay on the one hand, and Ven- 
ezuela, Bolivia, Ecuador, and Nicaragua on the 
other. The distinction between the first and second 
groups of countries is that the presidents of the 
first group, while nominally socialist, have imple- 
mented centrist, or modestly left of center, eco- 
nomic policies, while the presidents of the latter 
group of countries have governed from the left. It 
is hard to know where to place the last two Argen- 
tine leaders, Néstor Kirchner and his wife Cristina 
Fernández de Kirchner, the current president; they 
are more populist than leftist and sometimes coop- 
erate with countries of the first group and at other 
times with the leaders of the latter group. 

In any case, Venezuela, Bolivia, and Ecuador 
have expropriated foreign properties, especially 
in the energy field. Hugo Chávez, Venezuela's 
president, has been vocal in his desire to reduce 
US influence in the LAC region. He has tried to 
set up a separate trade regime in Latin America to 
compete with the US structure of free trade agree- 
ments; in this effort he has been joined in vary- 
ing degrees by the other three presidents in this 
group, especially President Evo Morales of Boliv- 
ia. Three of the leaders of the more leftist group— 
Chávez, Morales, and Rafael Correa of Ecuador— 
have sought to alter their national constitutions to 
give them more power. 

When the United States proposed the Free 
Trade Area of the Americas (FTAA) in the 1990s, 
the idea was to integrate all Western Hemisphere 
countries (save for Cuba), or as many as wished 
to join, into a single institution that followed the 
practices set forth in what is now the World Trade 
Organization. Most hemispheric countries were 
initially in favor of the proposal—and many still 
are. Venezuela was not among them, but this was 
expected. Brazil's opposition was more serious, in 
that the FTAA without Brazil’s participation would 
exclude the dominant country in South America 
and, with it, the other three countries of the Com- 
mon Market of the South (Mercosur)—Argentina, 
Paraguay, and Uruguay. The US response was to 
conclude instead a number of free trade agree- 
ments—with Chile and the five countries of the 
Central American common market, plus the Do- 
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minican Republic. Free trade agreements were 
also negotiated with Panama and Colombia, but 
the US Congress has yet to approve them. 

The status quo, as a result, is neither a unified 
trade grouping in the LAC region (which the FTAA 
would have created) nor trade integration between 
the separate clusters in South America. Instead 
the region has separate political groupings (left, 
center left, and center right, such as Colombia) 
and economic arrangements that partially overlap 
with the political divisions. 


THE IMPORTANCE OF TRADE 

What is happening now in the trade field is 
that three of the countries allied with Venezu- 
ela, whose leaders regularly castigate US foreign 
policy, are trying to hedge their trade policies. 
Venezuela does not receive, nor has it sought, 
trade preferences from the United States. But Bo- 
livia and Ecuador have received trade preferences 
from the United States under the US Andean Trade 
Promotion and Drug Eradication Act, as has Ni- 
caragua under the Central American Free Trade 
Agreement. All three countries have sent emis- 


saries to the United States asking that their trade 
preferences be continued. (While ideology and 
domestic dominance are significant in determin- 
ing the political postures of these countries' lead- 
ers, income and jobs are at stake when it comes to 
the trade preferences in the US market.) 

After the US government at first consented to 
continue the preferences for all three countries, 
President George W. Bush announced in October 
2008 that he would suspend the trade preferences 
to Bolivia because of its failure to cooperate in 
the fight against narcotics trafficking. The ini- 
tial US consent to continue the trade preferences 
was based predominantly on reluctance to pun- 
ish enterprises and traders because of the politi- 
cal behavior of the three presidents. A spokesman 
for the US government said that the United States 
would consider restoring preferences if Bolivia 
agreed to increased antidrug cooperation. 

Trade policy is especially salient now because 
restricted trade retards growth, and all countries 
in the LAC region will suffer from the recessions 
in the United States, Western Europe, and Japan, 
as well as from the apparent slowdown in growth 


in China. The countries geographically closest to 
the United States—Mexico, the Caribbean states, 
Central America, and Colombia in northern 
. South America—send larger proportions of their 
exports to the United States than do countries 
further south, especially in the southern cone of 
South America. In normal times, this is an impor- 
tant distinction in that the trade of the more dis- 
tant countries is more globally distributed than 
the trade of those closest to the United States. 
This distinction is less significant when global de- 
mand for imports is declining. LAC countries rec- 
ognize that their export sales will slow until there 
is global economic recovery. However, they are 
concerned that the export slowdown will be ex- 
acerbated by deeper protectionism. This is a real 
danger because countries in a recession are more 
apt to defend national interests—and national 
jobs—than they are in good times. 

The content of US trade policy under the 
Obama administration is unclear as this is writ- 
ten. Ás a presidential candidate, Barack Obama 
talked about renegotiating 
the North American Free 
Trade Agreement (NAFTA) to 
add stronger labor and envi- 
ronmental conditions, and 
he did not support congres- 
sional approval of the US- 
Colombia free trade agree- 
ment. The new US Congress 
is dominated by the Demo- 
cratic Party, which receives considerable support 
from organized labor, and both the party and the 
unions tend toward protectionism. 

President Obama does not have fast-track trade- 
promotion authority, under which trade agreements, 
once negotiated, have to be voted up or down (or de- 
layed, as is now the case for Colombia, Panama, and 
South Korea) without amendments. It is not known 
whether Obama will seek such authority. Yet trade 
dominates US economic policy toward LAC coun- 
tries—and without open trade, it is hard to conceive 
of close US-LAC relations. The speed with which the 
LAC countries emerge from their current economic 
doldrums will depend crucially on how open the US 
market is during the Obama administration. 


EXPORT PROSPECTS 

There are important differences in the composi- 
tion of LAC country exports. Argentina stands out 
for grains and soybeans, Chile for copper, Venezu- 
ela for oil, Mexico for manufactured products, Bra- 


Brazil did well during the recent 
growth period but is now facing 
bleaker prospects because 
of the global situation. 
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zil for both commodities and manufactures, and 
Caribbean countries for services (especially tour- 
ism). Values have fallen for all types of exports. But 
a key question to ask, now that the issue is speed 
of economic recovery, is which type of export will 
most likely accomplish a quick recovery. 

As the World Bank's Global Economic Prospects 
2008 report suggested, oil prices are likely to in- 
crease from their current levels over time, but 
they will not rise by much in the next few years 
because the slowing worldwide economy reduces 
demand. If member states of the Organization of 
the Petroleum Exporting Countries are able to 
significantly curtail production, this could raise 
oil prices in the relatively short term. But success 
in further reducing production will be hard for 
countries, such as Venezuela, that need the rev- 
enue right now. The movement toward alterna- 
tive fuels is unlikely to significantly affect the oil 
market during the next two years—or even ten to 
twenty years—but should eventually have an im- 
pact. Advances in transportation technology, such 
as battery-driven. cars, will 
also affect the oil market of 
the future; but again, not in 
the next few years. Thus, the 
oil exporting countries in 
the LAC region would seem 
to have no special advantage 
in stimulating their econo- 
mies over exporters of other 
types of products in the next 
year or two, but they may have some advantages 
in the medium term. 

The World Bank believes that prices for miner- 
als are likely to tall over the longer term because 
slower population growth than in the past should 
weaken demand. On the other hand, the empha- 
sis in the United States on construction as a route 
to economic recovery should increase the demand 
for extractive commodities; this could be felt with- 
in about a year, accompanied by higher prices. 
Meanwhile, prices of agricultural food products 
are apt to rise more quickly than oil prices, but 
not to earlier levels or to the highs of early 2008. 
Should China's economy recover reasonably rap- 
idly and suck in more imports, this would provide 
a stimulus for agricultural commodities exported 
from the LAC region. 

The restoration of markets for manufactured 
products, however, is likely to follow an economic 
recovery rather than precede it. Consequently, a 
country like Mexico, whose exports to the United 
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States consist heavily of manufactures, is unlikely 
to get much stimulus from these exports until af- 
ter the US economy recovers. Mexico also exports 
much oil to the United States, but these shipments 
are declining as Mexico's oil production declines. 

Tourism, as with exports of manufactured 
goods, is likely to recover only after the economic 
recovery of the countries from which the tourists 
come. Thus US tourists are unlikely to provide 
any economic stimulus to Caribbean countries 
until after the United States begins to emerge 
from recession. 

In short, regarding the question of which 
composition of exports is most likely to stimu- 
late the economic recovery of individual LAC 
countries, the answer is that it hardly matters. 
The proposed US policy of stimulating domestic 
economic recovery through massive infrastruc- 
ture projects may beneht exporters of extractive 
commodities—but, at best, this will be a rela- 
tively slow process. 


CAN WASHINGTON HELP? 

All Latin American and Caribbean countries 
will be hard pressed to maintain satisfactory rates 
of GDP growth during the next two years, and per- 
haps longer. Even so, the United States could help 
LAC countries as they strive to overcome their 
current economic problems. The key policy issue 
for the United States in its relations in the hemi- 
sphere is open trade. 

Mexico is in particularly bad shape. It may have 
no economic growth at all in 2009. Its level of ex- 
ports depends heavily on US economic growth— 
and this may be nonexistent in 2009. Moreover, 
Mexico’s oil production is falling rapidly, and 
the country is beset with drug-related violence 
spawned by US consumption. Perhaps the main 
responsibility of the Obama administration is to 
do no further harm, such as by compromising the 
future of NAFTA or by failing to act on the regular- 


ization of the 6 million undocumented Mexican 
immigrants in the United States. 

Brazil—for many decades—had been thought 
of as the country of the future, but its recent eco- 
nomic performance implied that it might also be 
the country of the present. The global economic 
downturn has put a damper on this thinking. 
Eliminating tariffs on US imports of Brazilian 
sugar-based ethanol could lead to modestly high- 
er Brazilian export earnings; perhaps even more 
importantly, it would demonstrate American in- 
terest in working closely with Brazil in the fu- 
ture. Brazil is the most important country in the 
hemisphere with which the United States does 
not have a free trade agreement; the Obama ad- 
ministration should explore with Brazil the pos- 
sibility of concluding such an agreement. 

The failure of the US Congress to approve the 
trade pact with Colombia sends a message to the 
entire LAC region that the United States gives little 
heed to cooperating with friendly countries. Fail- 
ure to put this agreement into effect after Obama 
assumes the presidency would send precisely the 
wrong message about the new administration’s 
trade policy as it affects the LAC region. Mean- 
while, the United States has continued its trade 
preferences for Ecuador and Nicaragua despite 
annoying political provocations. The Obama ad- 
ministration may wish to open discussions with 
Bolivia about what is necessary to restore US trade 
preferences to that country. 

The Western Hemisphere, like the rest of the 
world, confronts abysmal economic prospects. 
The United States can be of greatest help to the 
rest of the world, and to the LAC region, by taking 
steps to restore credit availability and rectifying 
problems in its own financial sector. But in addi- 
tion, the United States should be sensitive to extra 
measures it can take to demonstrate its concern 
about the troubling economic times facing Latin 
America and the Caribbean. E 
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Hemispheric Security: A New Approach 


JOHN A. COPE AND FRANK O. MORA 


any experts in the United States and 

Latin America believe that Washington 

has not paid sufficient attention to the 
Americas in recent years. They warn that this in- 
difference may prove costly at a time when the 
region is undergoing political, social, and eco- 
nomic transformations. They believe the United 
States is projecting a detached, unsympathetic 
attitude just as democratic legitimacy is weak- 
ening across Latin America and populism and 
anti-Americanism are gaining momentum. To 
underscore the potential costs of neglect, some 
observers point to inroads that China, Russia, 
and Iran have made in regional affairs. 

This characterization of US policy is exagger- 
ated. Nevertheless, Washington does habitually 
avoid one aspect of relations with.Latin Amer- 
ica and the Caribbean except when domestic 
politics makes avoidance impossible: security 
and defense. 

The hemisphere, fortunately, remains a "zone 
of peace.” The region contains no conventional 
threats to the United States. Notwithstanding 
recent isolated incidents between Andean coun- 
tries involving military forces, as well as many 
longstanding border disputes, no conflicts are 
foreseen between neighboring countries. Much is 
often made of weapons purchases by Venezuela, 
Colombia, Chile, and Brazil, leading some critics 
to speculate that arms races are developing, but 
in fact the share of regional GDP that is devoted to 
defense budgets continues to be one of the lowest 
in the world: an average of just under 1.5 percent. 


JOHN A. COPE is a senior research fellow at the Institute for 
National Strategic Studies at the US National Defense Uni- 
versity (NDU). FRANK O. MORA is a professor of national 
security strategy at NDU's National War College. The 
views expressed here are the authors’ and do not reflect 
policies.or positions of the US government or the a 
ment of Defense. 
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This is not to suggest that Latin American and 
Caribbean. nations are free of violence. On the 
contrary, recent studies by the United Nations and 
the University of Maryland indicate that violent 
incidents, and victims of violence, have increased 
in Latin America over the past 15 years, while vio- 
lence has declined globally. 

But the security challenges in the Americas to- 
day are nontraditional and sophisticated. And the 
violence is caused by factors different from the 
mainly geopolitical tensions of the past. In a 2008 
monograph titled From the New Middle Ages to a 
New Dark Age: The Decline of the State and US Strat- 
egy, Phil Williams of the University of Pittsburgh 
made the case that security and stability today (not 
just in Latin America but around the world) have 
little to do with traditional, zero-sum power poli- 
tics and interstate military rivalry. For Williams, 
“they revolve around governance, public safety, in- 
equality, urbanization, violent non-state actors, and 
the disruptive ccnsequences of globalization.” 

At the core of the turbulence is the decline of 
the state, symbolized by deteriorating sovereignty 
and exacerbated by poverty, inequality, and inef- 
fective governance at all levels of society. Grown 
in these conditions, unconventional and asym- 
metrical public security threats—including in- 
ternational criminal -networks, youth gangs, and 
drug trafficking organizations—have emerged to 
undermine the security, prosperity, and stability 
of many democracies in the region. 

Indeed, ongoing developments in Latin Ameri- 
ca and the Caribbean have produced a sense that 
Washington's policies are no longer adequate for 
the security environment that the region faces. 
The United States generally has sought to promote 
a democratic and prosperous hemisphere as a safe 
and secure environmentfor itself and its neighbors. 
Past administrations have engaged states that af- 
fect US strategic interests, such as those with large 
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economies, critical locations, the capacity to de- 
velop nuclear weapons, or the potential to gener- 
ate refugee flows to the United States. But growing 
instability within many countries suggests that 
the US approach has not succeeded in overcoming 
Latin Ámerica's security challenges. 

It is important that the multidimensional na- 
ture of the security threats facing the hemisphere, 
and their implications for US policy, be clearly 
understood. The combination of globalization, so- 
cial inequality, ineffective democratic governance, 
transnational criminal networks, and other trends 
has transformed the security environment. Many 
Latin Ámerican and Caribbean nations today are 
less dependent on the United States than they once 
were. Government leaders are tired of Washing- 
ton’s habitual paternalistic approach, and they dis- 
trust traditional statements of commitment to the 
region. Given all this, the contemporary context 
for US engagement with its neighbors demands a 
new strategic approach to security relations based 
on greater trust and effective partnerships. 


WEAK STATES 


Policy makers need to take particular note of 
four trends that shape today's security environ- 
ment in Latin America and the Caribbean. The 
first is the incomplete development of democratic 
governance. To be sure, democratic transforma- 
tion since the late 1970s has been truly remark- 
able. At no time since the hemisphere's nations 
won their independence have so many people en- 
joyed such high levels of political freedom and civ- 
il liberty. Despite this accomplishment, however, 
many fledgling democracies face challenges that 
either prevent political consolidation or threaten 
the survival of representative democracy. 

Many Latin Americans are frustrated with cen- 
tral governments' inability to deliver basic services. 
This frustration is exacerbated by inadequate so- 
cial welfare programs, criminal violence, corrup- 
tion, and widely perceived inattention to economic 
disparities. Persistent poverty levels—38 percent of 
the region's population is poor—and the most un- 
equal distribution of wealth in the world engender 
a number of social and political pathologies that 
undermine democratic governance and security. 

The crisis in democratic governance is ap- 
parent in several ways. Polling data by the Chil- 
ean firm Latinobarómetro and the UN show 
that just above 50 percent of Latin Americans 
strongly support democratic rule—a slight de- 
cline from the mid-1990s. A loss of confidence 


in the performance of democratic institutions is 
also confirmed. Over half the people surveyed 
say democracy in their country has major prob- 
lems. Those expressing trust and confidence in 
political parties, parliaments, and the judiciary 
amount to less than 30 percent. 

Another sign of the crisis is the high level of 
crime and violence in the region. Current social 
conditions create fertile ground for the spread 
of drug trafficking and an almost uncontrollable 
rise in criminal violence, particularly homicides. 
A number of regional trends, such as the rise of 
populism and increased migration, indicate that 
citizens in many Latin Ámerican and Caribbean 
nations are losing faith in the ability of democratic 
governments to meet expectations. 

The long-standing cycle of instability, poverty, 
social inequality, and marginalization—exacer- 
bated by corruption and dysfunctional state in- 
stitutions and, more recently, by the pressures 
of globalization—"spawns political polarization 
and social turmoil," according to Williams. These 
forces in turn fuel violence and hinder economic 
growth and public support for democracy. Wil- 
liams observes that the cumulative impact of 
these factors, which are both mutually reinforcing 
and self-perpetuating, is the weakening and dele- 
gitimation of the state. In this way, the capacity 
of governments to provide individual, public, and 
regional security is compromised. 


CROSS-BORDER THREATS 


Á second notable trend in Latin America and 
the Caribbean today is the growth of transnation- 
al security challenges. The ineffectiveness of cen- 
tral governments and a resultant fragmentation 
of control have created opportunities for criminal 
organizations to traffic in illegal drugs, weapons, 
people, money, and intellectual property. This in 
turn has opened the door wider to venality, in- 
ternal violence, international terrorism, environ- 
mental degradation, and, possibly, the spread of 
contagious diseases. 

The region's vexing, multidimensional secu- 
rity landscape, which includes networked non- 
state groups, presents US policy makers with a 
daunting problem. If Washington minimizes 
the challenge, seeking to avoid getting deeply 
involved, and fails to develop a comprehensive 
strategy in response, the momentum of the 
threat will overwhelm ill-prepared neighboring 
states and pose a direct d to US strategic 
interests in the region. 


Latin America and the Caribbean rank as the ! 


world’s most violent region, with an average ho- 
micide rate of nearly 28 murders per 100,000. 
Africa, by contrast, has 8 murders per 100,000 
and South Asia has 4. The Pan American Health 
Organization considers anything above 10 mur- 
ders: per 100,000 to be an epidemic. According 
to a joint study by the World Bank and UN, the 
homicide rate in the Caribbean, parts of the 
Andes, and Central America approaches 40 per 
100,000 per year. In Caracas, the most violent 
capital in the world, private organizations place 
the murder rate at 130 per 100,000. The 2008 
Latinobarómetro survey noted that, for the first 
time since 1995, Latin Americans view violent 
crime as the most pressing problem facing their 
. societies, surpassing unemployment. A study by 
the Inter-American Development Bank estimates 
that violence costs the region’s economy as much 
as 15 percent of GDP. 

In Mexico and Central America, the corrup- 
tion and violence engendered by transnational 
non-state actors undermine 
public security and’ weaken 
the legitimacy of democratic 
governance. Drug traffick- 
ing organizations in Mexico 
ruthlessly and with impuni- 
ty murder local and federal 
law enforcement officials. 
Homicides associated with 
drug’ violence in Mexico 
surged from 2,700 in 2007 to more than 5,300 in 
2008. In Central America, international gangs, 
with membership totaling between 75,000 and 
100,000, have set up networks that stretch north 
into Mexico and the United States. The gangs en- 
gage in drug trafficking, money laundering, anig 
criminal violence. 

In Brazil, the transnational criminal organiza- 
tion First Capital Command in 2006 answered 
government attempts to control the group’s ac- 
tivities by killing police and prison guards, and 
nearly paralyzed Sao Paulo. Across the ‘region, 
non-state actors are better equipped, resourced, 
and manned than most security forces, and often 
possess superior intelligence assets. Their orga- 
nizational structures are sophisticated, flexible, 
and resilient. As Admiral James Stavridis, head 
of the US Southern Command, recently asserted, 
“the adaptive nature of these transnational threats 
poses an insidious challenge to hemisphere-wide 
stability and governance.” 


Governments are inclined to 
address problems themselves or 
with immediate neighbors and 
rely less on the United States. 
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INDEPENDENCE DAYS 


A third factor shaping the security environ- 
ment today is ineffective cooperation among the 
nations of the region. Simply put, the habit of co- 
operation in Latin Ámerica is not well established 
despite rhetoric from government leaders and the 
recent creation of subregional institutions. 

Cooperation on issues of common interest, and 
especially regarding secürity, tends to fail for two 
reasons. First, societies in the region distrust each 
other. Most governments, in their relations with 
neighbors, have been preoccupied with protecting 
sovereignty, defining national interests defensive- 
ly, and following zero-sum competitive strategies. 
Át a time when globalization and technology are 
redefining sovereignty everywhere, and when po- 
litical, economic, and security challenges require, 
wide-ranging cooperation, Latin American nations 
hold on jealously to old notions of dominion. 

The second reason that cooperation fails is 
diversity. Countries may agree on a list of prob- 
lems, but they differ on how to prioritize them. ` 

A sophisticated Chile, for ex- 
ample, places energy at the 
top of its list of national secu- 
rity priorities, while Central 
Ámerican nations with less 
developed economies and 
weaker institutions empha- 
size the challenge of gangs 
and organized crime. 
`A Special Conference on 
Security, convened in 2003 by the Organization of 
American States, encouraged governments with 
shared values such as representative democracy 
and human rights to work together according to 
commonly accepted principles like strengthen- 
ing stability, peace, and development. And efforts 
to cooperate have not been without accomplish- 
ments. Central America has a functioning Cen- 
tral American Integration System and a military 
Conference of Central American Armed Forces. 
The Eastern Caribbean has a Regional Security 
System. The Organization of American States, 
using its new Secretariat for Multidimensional 
Security, is trying to enhance regional coordina- 
tion through confidence building measures. So 
far, however, most cooperation has occurred in 
the area of economic integration and trade lib- 
eralization, not security. Agreements on multi- 
lateral approaches to thorny security challenges 
have tended to yield beautiful statements instead 
of practical action. 
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The fourth trend affecting the region's security 
environment is an emerging independence from 
Washington. Growing evidence suggests the 
asymmetry that has characterized US relations 
with the Americas is narrowing. While political 
and economic disparities persist—the GDP of the 


United States is more than double that of Latin 


America and the Caribbean—opportunities to 
reduce dependence on the United States have in- 
creased in the past 15 years. In an environment 
of increased intra-regional economic integra- 
tion, an expanding array of economic and politi- 
cal partners from outside the hemisphere, and 
regional resentment of Washington's perceived 
self-serving exercises of power, North America 
is no longer the immediate partner of choice for 
many governments. 

= The US Council of Foreign Relations, in a 2008 
task force report titled US-Latin America Relations: 
A New Direction for a New Reality, stated unequivo- 
cally that "the era of the United States as the domi- 
nant influence in Latin America is over" Some 
observers may disagree with this assertion, but 
Ámerican states are undeniably broadening and 
deepening their intra- and inter-hemispheric ties. 
A multitude of formal intra-hemispheric ties does 
not necessarily translate into closer cooperation, of 
course, and in most cases it has not. However, as 


the task force report notes, many of the larger Latin . 


American countries simply *do not consider their 
interests to be primarily determined by diplomatic, 
trade, or security ties with the United States." 
Scholars note a recent diffusion of US power 
and a proliferation of diplomatic and security ties 
away from the United States. For example, in a 
2008 essay titled “Goodbye Washington,” the Ar- 
gentine columnist Juan Gabriel Tokatlian pointed 
to an unusually large number of initiatives that 
not only exclude the United States but may coun- 
ter US interests in the region. Brazil and Venezuela 
have been particularly active in this regard. In the 
former case, President Luis Inácio Lula da Silva 
has asserted that his country “has to definitively 
assume responsibility for the integration of South 
American states" One example is the creation, 
announced in May 2008, of a South American 
Defense Council aimed at institutionalizing and 
coordinating "defense and security policies in the 
region while preventing and mediating conflicts 
within South America." Venezuela, through mul- 
tiple agreements, has greatly contributed to the 
number and types of formal pacts in the hemi- 
sphere that do not include the United States. 


Meanwhile, US strategic dependence on the re- 
gion is on the rise. The Western Hemisphere ac- 
counts for nearly 50 percent of US energy imports, 
with nearly a third coming from Latin America 
and the Caribbean—the largest share accounted 
for by any region: At the.same time, almost 40 
percent of US merchandise trade heads south. In 
terms of investments, the region accounts for 32 
percent of all US foreign direct investment, and the 
dollar amount of US investment has grown nearly 
20 percent since 1999. Beyond energy, issues such 
as the environment, illegal narcotics, and immi- 
gration have intensified interdependence between 
the United States and its neighbors. 

From a security perspective, there is unease on 
both sides of this changing relationship. While 
Latin Ámerican states worry about subordination 
to the “gringos,” the United States fears loss of the 
ability to control its geopolitical destiny. Both per- 
ceptions work against the need to strengthen trust 
and institutionalize mechanisms that are critical 
in addressing today's complex security threats. 


REFRAMING SECURITY POLICY 

In light of these trends, how should the United 
States recalibrate its approach to security in the 
hemisphere? Washington's national security con- 
cerns in the region have long governed how US 
administrations view the place of Latin America 
and the Caribbean in global policy. From the ar- 
ticulation of the Monroe Doctrine through the 
cold war period, concerns about instability caused 
the United States to pursue a policy of "strategic 
denial"—that is, keeping at bay nations from out- 
side the region that were interested in projecting 
their influence—while also strengthening the 
ability of neighboring states to govern. Washing- 
ton's approach for some time has promoted eco- 
nomic and democratic development supported .by 
US military presence, assistance, and, on occasion, 
unilateral intervention. 

This policy required limited resources to protect 
US interests, thereby avoiding both entanglements 
and distractions from commitments elsewhere in 
the world. But the spread of democracy and free 
market economic policies as well as changes in 
military affairs, beginning in the 1980s, ushered 
in circumstances that strategic denial did not an- 
ticipate and that it was ill-suited to address. With 
Washington's attention turned to Eastern Europe, 
the former Soviet Union, and the Middle East, Lat- ` 
in Ámerican and Caribbean nations found them- 
selves with more maneuvering space. The playing 


field shifted, helped in part by uncertainty about 
US relations, which tended to focus narrowly on 
issues such as drug trafficking and arms control. 
Countries‘in the region gained confidence first on 
the economic front, although at an unequal pace, 
and began to explore more trade. — 
within and outside the hemisphere. 

Now for the first time in decades, global com- 
petition for trade and. influence imposes practi- 
cal limits on Washington's ability to dominate 
events. Even among friends, the nature of rela- 
tions has changed. Governments are inclined to 
address problems themselves or with immediate 
neighbors and rely less on the United States. Latin 
Ámerican presidents, for example, recently joined 
together to defuse tension between Colombia.and 
its neighbors, Ecuador and Venezuela, after Co- 
lombia's March 2008 raid inside Ecuador. No one 
challenges US primacy, but governments are be- 
. coming more distant, independent, and willing to 
cultivate US competitors and adversaries. 

Yet, as national independence strengthens, 
criminal threats to security and stability are be- 
coming more sophisticated, Peon and 
dangerous. And coun- : 
tries are unable to meet 
these challenges alone.. 
Effective solutions re- 
quire greater degrees ' 
of multilateral coopera- 
tion, despite misunder- . NE 
standings and irritants. The. ET E of sabre: 
gional communities, independent of the United 
States, is a step.in this direction. - 

Does Washington have the will to adapt its 
strategic thinking in light of these.changes in 
the region's security context? If:it .does, . the 


United States will have to curb its. inclination 


to focus narrowly on one or two issues or coun- 
tries. Washington must also invest significant 


political capital to :rebuild confidence in US ` 
leadership and to answer doubts about the sin- 


cerity of its commitments.. . P3 

Making constructive steps will be difficult, 
with the global:financial crisis slowing economic 
growth: Regionally, unemployment probably will 
increase, bolstering the appeal of black markets 
and smuggling. Funding for security is certain to 
decrease. On the other hand, if Washington re- 
sists adjusting its approach, US credibility is sure 
to diminish further, and neighbors-will look in- 
creasingly to nations from outside the region for 
strategic partnerships. | 


. The-security challenges in the Americas 
today are nontraditional and sophisticated. 
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Washington should resist the temptation to act 
simply to secure US goals worldwide while provid- 
ing assistance to its neighbors on its own terms. 
Instead, the United. States should pursue a strat- 
egy in which neighboring nations are engaged as 
equal partners working in concert toward shared 
goals. Many countries in Latin America and the 
Caribbean have made considerable headway in re- 
ducing poverty and inequality, regaining control 
from criminal elements, and playing responsible 
roles on the international stage. Washington has 
an unprecedented opportunity to lead an effort 
to reduce mutual distrust and promote recipro- 
cal support in order to improve security in today's 
uncertain international system. 


AN UNEVEN LEGACY 

The Bush administration’s Latin America poli- 
cy concentrated on four priorities: strengthening 
democratic institutions, promoting prosperity, in- 
vesting in people, and bolstering security. Overall, 
the policy emphasized US oversight or involvement 
rather than: encouraging the hemisphere’s coun- 
tries to work together. The administration's ap- 
proach to the last prior- 
ity, bolstering security, 
was ambiguous.in that 
Washington recognized 
a need-for partnerships 
but was not committed 
to building them. 
The Bush approach essentially restated stan- 


. dard: principles, continued issue-based country 


plans with pledges of assistance (not all of which 
gained congressional approval), and preserved 
Washington’s proclivity for independent action. In 
designing programs to implement the four priori- 
ties, the United States often treated the region as 
if it were a monolithic entity united by more than 
just geography and history, as if a cookie-cutter ap- 
proach to policies could equally fit a collection of 
bilateral relationships. With its attention diverted 
since the mid-1990s by a deepening global secu- 
rity agenda and challenging geo-economic trends, 
the United States responded only in shallow and 
noncommittal ways to the hemisphere’s political, 
economic, and security transformations. As anti- 
Americanism spread, US influence diminished and 
policy makers found themselves without a suit- 
able, sustainable strategic framework. : 

With a new administration in place in Wash- 
ington, it is time to reconsider the habitual;US 
approach. The core strategy should not change, 
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but Washington's two fundamental security ob- 
jectives—protecting the homeland from attack 
and fostering conditions in countries around the 
United States that help secure US wellbeing and 
prosperity—must get in step with current con- 
ditions in the region and today’s asymmetrical 
threats. Washington has to place these security 
objectives in appropriate contexts and design the 
right strategies for realizing them. 

Historically, a naval shield and an integrated 
air and missile defense system (developed with 
Canada during the cold war) achieved the first 
objective—that of protecting the United States 
against conventional threats. With no adversaries 
close by, Washington also sought to exclude ex- 
tra-hemispheric influences hostile to its interests, 
particularly in the close, vulnerable, and insecure 
Caribbean Basin. But the events of September 11, 
2001, laid bare weaknesses in this strategy. The 
United States now needs to defend against state 
and non-state threats in the geographical ap- 
proaches to its territory as well as in more distant 
regions of the world. Washington must coordinate 
not only with Canada, as before, but also with 
Mexico and the Caribbean states, which are more 
reluctant to engage as conventional partners. 


" Adapting the second security objective—fos-. 


tering conditions in countries around the United 
States that help secure its wellbeing and economic 
interests—presents a different challenge. In to- 
day's geopolitical setting, other nations share an 
interest in stability and prosperity, but they desire 
to solve regional problems within the region, in- 
dependent of the United States. A: more relevant 
concept of this objective would recognize the im- 
portance of engaging neighbors as equal partners 
to help foster conditions such that all nations in- 
volved secure a shared wellbeing and livelihood. 


ORGANIZING PRINCIPLES 


The complicated tasks of protecting the Unit- 
ed States and bolstering regional involvement in 
hemispheric security call for three organizing 
principles. First, Washington should in its strate- 
gic thinking disaggregate the Americas into three 
geographical regions: North America, the Carib- 
bean Basin, and South America. The countries in 
each region share many security concerns. (The 
Caribbean Basin overlaps with both North and 
South America. Mexico, Cuba, and the Bahamas 
are in the northern region as well as the Carib- 
bean, while Colombia, Venezuela, Guyana, and 
Suriname are in the Caribbean and the south.) 


Second, the essentiality of rebuilding confidence 
in the United Statés should be an underlying con- 
sideration in all decisions related to the Americas. 
Third, US strategic thinking should emphasize 
three values: respect for the views of other govern- 
ments; working with other states, either individu- 
ally or as communities, in reciprocal ways; and 
nurturing the trust of neighboring states. Thus, 
a fresh approach would see the United States pur- 
sue its strategic objectives separately in each of 
the three regions, with approaches influenced by 
local as well as US considerations. 

The threat-based first objective—that of pro- 
tecting the US homeland from attack—is of im- 
mediate interest in North America and the Ca- 
ribbean Basin and of significantly lower concern 
in South America. Looking today at the regions 
of immediate concern, threat awareness and the 
coordinated defense of land, sea, and air do- 
mains are highly developed with Canada, but 
the remainder of North America and the Carib- 
bean Basin pose formidable hurdles to US inter- 
ests. Violent crime, the inability of public forces 
to police their sovereign territory fully, and seri- 
ous transnational problems (such as smuggling, 
weather, and environmental issues) define chal- 
lenges to these countries as well as to the United 
States. The absence of defense.collaboration with 
Cuba, precluded’by Us law as well as by 50 years 
of mutual antagonism, is a serious weakness. 
Mexico is pivotal, but the weight of history, con- 
cerns about subordination to the United States, 
and.a violent internal war against organized 
crime limit cooperation similar to that which the 
United States enjoys with Canada. 

Despite these impediments, a multidimension- 
al solution for enhancing mutual security in the 
Caribbean Basin is possible, and would involve 
emphasizing contributions by neighboring states. 
Such an approach would treat the region as a geo- 


strategic whole and proceed from the recognition 


that a direct correlation exists between disrupting 
entrenched trafficking and smuggling: networks 
and reducing US vulnerability to terrorists eager 
to take advantage of such networks. 

This approach, rather than trying to integrate 
Mexico and the Caribbean Basin nations into a 
North American defense. system, would seek to 
encourage development of a partnership among 
these countries to address their shared security 
concerns. Mexico could play a leadership role vis- 
à-vis its Centrál American and Caribbean neigh- 
bors. A Caribbean Basin Security Partnership 


could develop an air, maritime, and land surveil- 
lance and response system covering key corridors 
of concern. The heart of the partnership could be 
a “Mexico—Caribbean Basin Surveillance System,” 
based in and led by Mexico and staffed by military, 
police, and intelligence officers from participating 
countries. The system would provide information 
to all participating governments for use by their 
militaries or police within their own territory. The 
system could also entail exchanges of information 
with the United States and Canada. 

The values-based second security objective 
recognizes that peaceful, stable, and prosperous 
countries foster conditions that help secure the 
wellbeing and livelihood of democratic societ- 
ies. Past progress in this arena has been gradual, 
uneven, and problematic; however, progress now 
concerns governments in the hemisphere besides 
just Washington and Ottawa. Many countries now 
have a broader willingness and capability to as- 
sist other nations. In regard to this second objec- 
tive, Washington should target South America in 
particular—the Caribbean 
Basin, less so. 

It was not until the late 
1980s that Latin American 
nations began to resolve 
their traditional border dis- 
putes and start collaborat- 
ing with their neighbors. 
Since then, summit meet- 
ings, trade negotiations, participation in a heavily 
Latin American UN Stabilization Mission for Haiti, 
and other collaborations have increased the con- 
fidence and readiness of American states to solve 
thorny mutual problems and to help other coun- 
tries. Nations' motivations range from a desire for 
a stable subregion that can attract outside invest- 
ment and acquire economic bargaining power to a 
Wilsonian urge to be a responsible nation in the 
international system and to do good works. 

Regional strategies to realize the second, values- 
based objective would benefit from a galvanizing 
idea that addresses the core problem facing weak- 
er states. Such a concept is Colombia President Al- 
varo Uribe's assertion that security is a democratic 
value. This idea could shape policies and become 
the criterion for measuring their effectiveness. 
Uribe's concept emphasizes personal security and 
involves citizens, not just police and military forc- 
es, in strengthening safety. “Democratic security” 
recognizes that the root of violence and crime is 


At the core of the turbulence is the 
decline of the state, symbolized 
by deteriorating sovereignty and 

exacerbated by poverty. 
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the government's inability to exercise authority. It 
pushes the state out into areas where its writ has 
been ignored, mobilizes and prioritizes resources 
to impose law and order throughout the country, 
and revives socio-economic development as pub- 
lic safety improves. Washington's strategy would 
involve collaborating with governments that share 
its ideas in this arena and that are ready to help 
other countries in distress. 


TOWARD COLLABORATION 


The Obama administration will encounter in 
Latin America and the Caribbean Basin a new stra- 
tegic environment, one in which security issues 
will require innovative attention. A sea change 
is taking place, triggered by past US disengage- 
ment, growing anti-American sentiment, and re- 
cent economic advances in the region. Nations are 
coalescing in loose subregional groupings around 
emerging leaders, such as Brazil and Venezuela. 
Countries are accepting responsibility for their 
problems. They want to gain bargaining power for 
trade and investment, and 
they desire to work with 
North Americans on their 
own terms. 

Changes affecting the re- 
gion's security environment 
are shaped by both long- 
standing and relatively re- 
cent trends, which include 
ineffective democratic governance and growing 
transnational threats, as well as emerging inde- 
pendence from the United States and challenges to 
cooperation. A fundamental question is whether 
Washington will adapt to circumstances in the re- 
gion to advance its security agenda. Doing so will 
require partnerships based on mutual respect. 

Collaboration is not easy for a country with a 
tradition of power such as the United States has 
enjoyed. America's path to partnership necessi- 
tates reforming its strategic thinking and creating 
conditions conducive to mutual endeavors. À first 
hurdle will be to overcome American society's iso- 
lationist tendency, a tendency apparent in ongo- 
ing debates about immigration, foreign trade, and 
the construction of a fence along the border with 
Mexico. In general, a more nuanced approach 
to security policy—including a more collabora- 
tive and comprehensive diplomatic framework— 
would serve US interests not just in Latin America 
but around the world. E 
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Mexico’s Drug Wars Get Brutal 


FRANCISCO E. GONZÁLEZ 


arco-violence has intensified in Mexico the long-term growth and astounding profitabil- 


since the early 2000s as a consequence ity of the Mexico-US illegal drug trade were sown 
of the Mexican government's crackdown much earlier. Opiates (morphine and heroin) be- 
on drug cartels. The spiral of violence has includ- came a growing business in the United States in 


ed shootouts on the public squares of big cities the wake of the American Civil War (1861-1865) 
in broad daylight. A grenade attack on Septem- and the two world wars (1914-1918 and 1939— 


ber 15, 2008, left eight dead and more than one 1945). Since the nineteenth century, farmers in 
hundred injured on the central square in Morelia northwest Mexico had grown the opium poppies 
(the capital of the state of Michoacán), on a night that satished part of this demand. 
Mexicans were celebrating the 198th anniversa- Mexico also became one of the ports of entry for 
ry of their country's independence. The mayhem cocaine. It was sold commercially and developed a 
has included a proliferation of mass executions mass market in the United States in the 1880s as 
discovered on isolated ranches in remote areas, a cure-all for everything from discolored teeth to 
as well as in homes in crowded neighborhoods flatulence. Smugglers from the Andean countries 
of cities as different and distant as Tijuana, on and their US networks used Mexico and the Carib- 
the border with California, and Mérida, on the bean as gateways to supply the illegal market that 
Yucatan peninsula. served Hollywood’s and New York’s glamorous 
For most Mexicans, rich and poor, a psycho- sets in the 1950s and 1960s. Cocaine remained a 
logical leap into a state of generalized fear anda luxury item that only the well-to-do could afford 
perception of acute vulnerability coincided with until the early 1980s, when crack cocaine invad- 
an increase in gruesome displays of barbarism ed the streets of America’s large cities, wreaking 
since the spring of 2006. These acts have includ- havoc particularly in poor African-American and 
ed public displays of battered human heads, some Hispanic neighborhoods. 
thrown into plazas or placed on car rooftops, Mexican seasonal migrant workers in the 1920s 
some thrown outside schools; mutilated torsos introduced to Americans the smoking of canna- 
hanging from meat hooks; threats and taunts to bis leaves. A mass market for cannabis consump- 
rival cartels written on walls with the blood of tion did not develop, however, until the rise of the 
butchered adversaries; and video-postings of tor- counterculture of the 1960s and 1970s. Lastly, a 
ture and beheadings on YouTube. mass market for synthetic drugs such as metham- 
How did Mexico spiral into this horrific wave phetamines developed in the 1990s in the United 
of violence? The export of illegal substances to States, and Mexican drug cartels became domi- 
the United States became big business during the nant suppliers of these too. 
Prohibition years (1917-1933), but the seeds for For decades Mexico and the United States 


have pursued very different antidrug strategies. 
The United States launched the original “war on 
FRANCISCO E. GONZALEZ is an associate professor of politics drugs" under President Richard Nixon in the ear- 
and Latin American studies at Johns Hopkins University’ S ly 1970s. This policy contained both domestic and 


School of Advanced International Studies. He is the author of Verviproninentinternatonal connor enlie 
Dual Transitions from Authoritarian Rule: Institutionalized yp p » EXP! 


Regimes in Chile and Mexico, 1970-2000 (Johns Hopkins itly targeting Mexico as a key site for the eradi- 
University Press, 2008). cation of opium crops and marijuana, as well as 
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the Andean countries for the eradication of coca. 
Successive Mexican governments, on the other 
hand, pursued what analysts have dubbed a “live 
and let live” approach. This system, characterized 
by a working relationship between some Mexican 
authorities and drug lords, prevailed between the 
1940s and the 1990s. 

This does not mean that Mexican presidents or 
most high-ranking bureaucrats, governors, and 
military high commanders were involved in the il- 
legal drug trade. It does mean, however, that given 
Mexico’s complex and fragmented territorial poli- 
tics, the country's governors, mayors, military of- 
ficers, and police chiefs retained some autonomy 
to advance their interests and those of their allies, 
including drug traffickers. 

The kingpins bought access to the Mexico-US 
border, and this access allowed them to expand 
their production and smuggling activities. The au- 
thorities in turn stuffed their pockets with cash— 
but also, crucially, kept relative public peace and a 
semblance of law and order through the contain- 
ment (rather than the destruction) of drug syn- 
dicates. Direct confronta- 
tion meant risking public 
disorder and violence, and 
indeed whenever authori- 
ties went after traffickers, 
bloody shootouts ensued. 
But. such confrontations 
were the exceptions rather 
than the rule. For those involved on both sides of 
the game, mutually understood rules and practic- 
es prevailed. Authorities did not tolerate open turf 
wars among competing cartels, and they prohibit- 
ed them from harming innocent civilians through 
extortion, kidnappings, or assassinations. 





RISING VIOLENCE 

Mexican authorities came under increased 
pressure from the United States to clamp down on 
drug cartels after the 1985 murder of an American 
Drug Enforcement Administration (DEA) officer. 
Enrique Camarena, a DEA agent working under- 
cover in Mexico, had exposed big ranches in the 
state of Chihuahua where traffickers cultivated 
cannabis with the full knowledge of some federal 
authorities, military officers, and state and local 
officials. The traffickers captured and killed Ca- 
marena, and the discovery of his tortured, decom- 
posing body created a furor in US public opinion. 
Footdragging by the authorities investigating the 
case convinced Americans that highly placed in- 





Only now are we realizing the extent 
to which top Mexican authorities 
are in the pay of the drug lords. 
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dividuals in the government of President Miguel 
de la Madrid were involved with the traffickers. 

By the time 2 new president, Carlos Salinas, 
expressed eagerness to join the United States 
in a free trade agreement in 1989, the Mexican 
government had to show that it was doing all it 
could to clean house. Salinas allowed DEA agents 
to return to work in Mexico and his government 
spent resources strengthening military and police 
operations against traffickers. In parallel, changes 
enacted under the administration of George H.W. 
Bush altered the long-standing equilibrium of the 
Mexico-US illegal drug trade. In 1989—90, Wash- 
ington committed large-scale material resources, 
military training, and intelligence to try to bust 
the Andean cocaine trade. After years of engage- 
ment, the United States contributed to the demise 
of Colombia's main syndicates, the Medellín and 
Cali cartels, and to largely shutting down the 
Caribbean-Gulf of Mexico cocaine route. By the 
late 1990s, the battle lines had been redrawn and 
Mexico had ended up in the eye of the storm. 

The demise of the Colombian cartels allowed 
the Mexican syndicates, 
which formerly had worked 
for the Colombians, to take 
over. The virtual closure 
of the Caribbean route 
strengthened the Central 
America-Mexico route by 
land and the Pacific Ocean 
route toward Mexico's western coast. Despite of- 
ficial efforts by Salinas's successor, President Er- 
nesto Zedillo, drug traffic increased in the late 
1990s and some Mexican authorities continued to 
be on the drug lords' payroll. The most embarrass- 
ing instance was revealed in 1997, when Zedillo's 
drug czar, General Jesás Gutiérrez Rebollo, was 
exposed as a beneficiary of the top leader of the 
Juárez cartel. The confluence of higher spending 
by Mexican governments to combat drug traffick- 
ing and higher illegal drug flows through the coun- 
try's territory set the stage for a serious increase in 
narco-violence in the late 1990s. 

This increase in drug-related violence coin- 
cided in 2000 with the loss of the presidency by 
the Institutional Revolutionary Party (PRI) for the 
first time in Mexico's history. Vicente Fox, of the 
center-right National Action Party (PAN), assumed 
the presidency promising many changes, among 
them the defeat of the drug cartels. Some analysts 
think that even before Fox became president, PAN 
governments at the state and local levels in the 
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early 1990s had pursued a more principled ap- 
proach to combating drug trafficking, which had 
resulted in higher levels of drug-related violence 
in border states such as Baja California and Chi- 
huahua. Fox purged and reorganized the federal 
police forces and tried to extradite captured drug 
lords to the United States. 

This policy, though effective at raising the num- 
ber of individuals arrested and drug shipments 
confiscated, fell far short of the government's 
objective of defeating the cartels. Moreover, the 
capture of some cartel leaders was tantamount to 
kicking hornets’ nests without having the means 
to spray the rattled insects. The capture of Ben- 
jamin Arellano Félix, head of the Tijuana cartel, 
in 2002, and of Osiél Cardenas Guillén, head of 
the Gulf cartel, in 2003, led to a vicious war with- 
in and among the criminal organizations, as up- 
coming drug leaders battled to assert or reassert 
control over territory, resources, and manpower. 
The change in the balance of power among the 
cartels led to new alliances. The Gulf, Tijuana, 
and Judrez cartels struck 
deals to take on another 
bloc made up of the Si- 
naloa, Milenio, Jalisco, 
and Colima cartels. 

Likewise, the reorga- 
nized police forces soon 


succumbed to the bribes and threats of the crimi- | 


nal syndicates. Government infiltration contin- 
ued to such an extent that a spy for a drug cartel 
was discovered working in the president’s office 
in 2005. Violence had gotten so out of control 
by 2004-05 that Fox implemented an operation 
involving 1,500 army and federal police officers 
in Mexico-US border cities. In this context, the 
conflict intensified and started mutating into the 
bloody spectacle that Mexicans witness today. 


CALDERON’S WAR 

Felipe Calderón, also from the PAN, took over 
the presidency from Fox on December 1, 2006. 
Calderón won a fiercely contested and extremely 
close election against the candidate of the center- 
left Party of the Democratic Revolution (PRD), 
Andrés Manuel López Obrador. Throughout the 
campaign, public opinion surveys had shown 
that Mexican citizens' top concerns were lack of 
economic opportunities, and crime and general 
insecurity. Shortly after assuming office, Calde- 
rón declared a war on drugs by deploying the 
Mexican military in a series of large-scale opera- 


Calderón has managed to bring the 
United States into the eye of the storm. 


tions that by the end of 2008 had involved close 
to 40,000 troops and 5,000 federal police. 

The decision to bring the armed forces into the 
fray was controversial, and observers disagreed 
about the reasons the president raised the stakes 
in this way, investing his political capital in the 
war on drugs. During the presidential campaign 
Calderón had not hinted that this policy would 
come to define his government. 

Some analysts highlighted a political explana- 
tion, according to which weak incoming presi- 
dents in contemporary Mexico have to carry 
out spectacular acts early on to establish their 
authority, boost their standing with the public, 
and help gain some autonomy over groups within 
the Mexican political class that try to limit their 
scope of action. From this perspective, Calde- 
rón may have ordered the military surge against 
the drug cartels to "turn the page" on the then- 
raging postelectoral conflict with the PRD candi- 
date. Given the contentious electoral results, Ló- 
pez Obrador had declared himself the “legitimate” 
president. Calderón's de- 
cisive action showed in 
effect who was the real 
commander-in-chief. 

Other analysts have 
argued that the political 
explanation sounds like 
a conspiracy theory. The main reason behind the 
military surge, they suggest, was the incoming 
adminstration’s realization that the cartels were 
dominating more territory and public spaces and 
that if this process were left unchecked, it could 
lead to a situation of state failure similar to the 
one that Colombia had to endure. Also, accord- 
ing to this view, a war on drugs had existed in all 
but name during Fox’s term. Given the ineffective- 
ness of police forces in combating the syndicates, 
Calderón was left without any option but to in- 


| volve the military. 


In fact these two explanations are not mutually 
exclusive. Calderón might have decided to pursue 
a war on drugs given, first, genuine concern re- 
garding the uncontrolled violence in parts of the 
country, including his home state of Michoacán; 
and, second, his wish to make the armed forces 
key allies in the context of the postelectoral con- 
flict with López Obrador and the PRD. Regardless 
of the mix of motivations for launching the surge 
against traffickers, in the short term Calderón has 
reaped higher political than operational benefits. 
Opinion polls show that a majority of the Mexican 


public supports the president's stance against the 
cartels. By mid-2007, the postelectoral conflict and 
López Obrador's continuing maneuvers to discred- 
it Calderón had disappeared from the headlines. 
But dominating the news instead has been a brutal 
intensification of drug-related violence. 


THE CORRUPTION CONUNDRUM 

Operationally, Calderón's war against drugs 
has already resulted in the arrests of more than 
a dozen top drug lords and record seizures of 
arms, cash, and drugs. Yet the campaign started 
as, and it remains, a steep uphill battle. The main 
conundrum is still the ineffectiveness of law en- 
forcement in Mexico. Aside from questions of ju- 
risdiction (Mexico's federal structure means that 
approximately 3,800 law enforcement institutions 
exist throughout the country), the root cause of 
the problem is the drug cartels' extensive penetra- 
tion of government agencies and co-optation of 
government officials. This is a hurdle that is al- 
most impossible to overcome without somehow 
depriving the drug lords of the astounding profits 
they currently make. 

Indeed, the paradox of tougher enforcement is 
that, as the cost of doing business in the illegal 
drug trade rises, the street price of drugs goes up 
too, thereby raising profit margins. The result is 
that some drug traffickers and would-be traffick- 
ers may decide that pursuing this line of business 
is becoming prohibitively risky, but as long as 
profits from the trade remain so out of line com- 
pared with any other economic activity, there will 
always be individuals ready to risk their lives. 

Studies of drug gang members in cities like 
Chicago have shown that only the “top dogs" 
make stratospheric profits, while most of the rank 
. and file make so little that they have second and 
third jobs, while still living with their mothers! 
Yet, no matter how low the probability of making 
it to the top, individuals will take a chance on the 
dangers of the drug trade if their social conditions 
are precarious enough and their opportunities for 
advancement are negligible. And it goes without 
saying that conditions of hopelessness and ex- 
treme life choices abound in developing coun- 
tries such as Mexico. As long as these conditions 
persist, and as long as the system put in place to 
counter the narcotics trade leads to the generation 
of exceptional profits, there will continue to be in- 
dividuals willing to play this lottery. 

The generation of exceptional profits, more- 
over, also provides the plentiful cash that drug 
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lords use to buy into the system. Only now are 
we realizing the extent to which top Mexican au- 
thorities are in the pay of the drug lords. Since at 
least the Camarena affair, and probably for much 
longer, Mexicans had assumed that the cartels had 
bought off some among the political elite. But nev- 
er before have so many top ranking law enforcers 
been exposed as under Calderón. They have been 
exposed at the local, state, and federal levels, and 
have ranged from the lowliest privates among the 
ranks to the head of Mexico's Interpol office and 
the federal government's drug czar. 

Even though many officials might refuse to idi 
laborate with the drug cartels irrespective of the 
pecuniary gains on offer, the criminal syndicates 
also compel cooperation by issuing threats and 
sometimes carrying them out. The assassination 
in May 2008 of Edgar Millán Gómez, the acting 
chief of Mexico's federal police, allegedly in retri- 
bution for the arrest in January of one of the top 
leaders of the Sinaloa cartel, increased the sense 
of vulnerability even for those who go about their 
daily lives surrounded by bodyguards. 

Fate did not help the governments cause when 
a small jet carrying Mexico's top law enforce- 
ment officials—including the interior secretary 
and Calderón's closest political ally, Juan Camilo 
Mourifio, as well as the country's antidrug pros- 
ecutor, José Luis Santiago Vasconcelos— crashed 
in downtown Mexico City on November 4, 2008, 
killing all on board. Even though official evi- 
dence has suggested that turbulence caused the 
accident, conspiracy theories have spread.around 
Mexico, fueling the sense that the government has 
suffered another blow, this time at its core. 

In the two years since the start of Calderón's 
war on drugs, the government has raised. the 
stakes for the cartels by hitting. them with full 
military force. The cartels have responded with 
an intensification of both their turf wars and their 
war against the Mexican state. Ás a result, drug- 
related violence has spread from states where it 
has been endemic for years into states that had 
not seen drug-related violence before. The-num- 
ber of dead almost doubled in just one year—from 
2,700 in 2007 to more than 5,300 in 2008. Given 
the rising tide of violence and the mounting evi- 
dence of drug-related corruption at all levels of 
government, it is probably fair to say that, so far, 
the cartels have managed to take the lead in a psy- 
chological war against the Mexican state. 

I noted earlier that Calderón's drug war has 
yielded higher short-term political than operation- 
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al benefits. However, some political implications 
of the war could have a big impact on the opera- 
tional capacity for waging it. The most important 
of these political implications has been Calderón's 
ability to get the US government to accept that the 
war on drugs is a matter of co-responsibility. In 
effect, Calderón has managed to bring the United 
States into the eye of the storm. 


WASHINGTON LENDS A HAND 


Colombia receives the lion's share of US anti- 
narcotics aid in Latin America—this has been the 
case for several decades. But Calderón's declara- 
tion of a war on drugs in Mexico got the attention 
of President George W. Bush and the US Congress 
in 2007. As a result, a $1.4 billion, three-year pro- 
gram, the Mérida Initiative, started operating in 
December 2008. The aim is to assist the Mexican 
government wage the war against drugs by help- 
ing it with technology and training. 

There is no doubt that, in the case of Colombia, 
the agreement between Presidents Andrés Pastra- 
na and Bill Clinton, which led to the creation of 
Plan Colombia in 2000, has proved a game chang- 
er. In the late 1990s, analysts and policy makers 
talked about Colombia as a potential failed state. 
Although the US Government Accountability Of- 
fice has shown that Plan Colombia has not been a 
great success in terms of curbing the production of 
coca and the transportation of cocaine, it has un- 
doubtedly strengthened the Colombian state and 
its capacity to strike against non-state actors, no- 
tably guerrillas and paramilitary groups. Colom- 
bia, which until recently possessed an underdevel- 
oped military, has come a long way in eight years, 
and the.central government's presence around the 
country’s territory is stronger than ever. 

. These. benefits have been very costly in some 
regards. Aerial fumigation to eradicate coca plants 
has damaged legal crops and produced adverse 
health effects in those exposed to the herbicides. 
The number of dead and displaced as a result of 
the intensification of the conflict since the early 
2000s has grown enormously. News of exten- 
sive human rights violations has made headlines 
around the world. And yet, the plan's contribution 
to strengthening the state—and thereby to rees- 
tablishing a still precarious but nonetheless basic 
sense of security for many Colombians, particu- 


larly in big cities—has meant that a substantial 
majority of that country’s public favors the con- . 
tinuation of President Alvaro Uribe's policies, and 
of Colombia's cooperation with the United States. 

What then for Mexico? There is danger in car- 
rying the Colombia-Mexico analogy too far. After 
all, the United States does not share a border with 
Colombia, let alone. a 2,000-mile one as it does 
with Mexico. For Mexico, the danger of an esca- 
lating war on drugs, with the United States help- 
ing to strengthen Mexican authorities' firepower, 
is that some of the extreme conditions created in 
Colombia since 2000 could be repeated. For the 
United States, the danger from such an escala- 
tion is potentially far greater than in its engage- 
ment with Colombia. An escalation of the war on 
drugs in Mexico could spill over into US territory. 
Indeed, an April 2008 report by the US National 
Drug Intelligence Center, part of the Department 
of Justice, found evidence of Mexican smuggling 
operations in all but two states (Vermont and West 
Virginia) of the union. Drug-related violence con- 
nected with the Mexican cartels has been increas- 
ingly reported in cities of the American south- 
west, from San Diego to Phoenix, Las Vegas, and 
Dallas. , 

Some analysts have gone so far as to start call- 
ing this a borderless war. This is no doubt an exag- 
geration. But there is also no doubt that unless US 
authorities can control the massive trafficking of 
weapons, cash, and chemical precursors of drugs 
that originate in the United States and are shipped 
into Mexico, America risks exposing its “soft un- 
derbelly,” a term now often used to describe its 
southern border. As it is, some 90 percent of ar- 
maments confiscated from the cartels comes from 
the more than 7,000 gun outlets situated on US 
soil within 50 miles of the Mexican border. 

The stakes for the United States in Mexico, 
thus, are much higher than they could ever be in 
Colombia. Supplying the Mexican government 
with technology and training to help prop up its 
fighting capabilities is an important first step, but 
it is not enough. Without seriously denting the de- 
mand for illegal drugs and preventing the south- 
bound flow of weapons, cash, and -drug-making 
chemicals, the United States will keep feeding the 
flames that threaten to consume the basis for civi- 
lized life in Mexico.. = 
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For Chávez, Still More Discontent- 


JAVIER CORRALES 


enezuela’s Hugo Chavez, who enjoys more 
. domestic power and higher international 





of a Latin American democracy, is now facing seri- 
ous political troubles. Since’ mid-2007, the Chavez 
administration has.been beset by street protests, 
electoral setbacks, and economic woes that amount 
to a second. wave of. discontent. The first wave, 
when critics passionately protested in the streets 
between 2001 and 2004, almost brought down the 
government. This second wave is less threatening, 
but it may nonetheless lead to turmoil. — . 

‘Venezuelan politics in the past year and a half 
: has undergone a substantial shift in power asym- 
metry Power asymmetry. is the difference in 
power between two power holders—in this case, 
between the ruling party and the. largest opposi- 
tion forces. Between 2004. and 2008, Venezuela's 
power asymmetry became: excessively large, with 
government forces gaining near-monopoly con- 
trol of state institutions and. seeking to achieve 
similar asymmetries across other societal institu- 
tions. This wide asymmetry caused an erosion of 
democracy because the executive branch was es- 
sentially able to'govern unimpeded. . 

However, with the pivotal regional elections of 
November 2008, this asymmetry shrank. The elec- 
tions.marked the oppositiori's first electoral inroads 
since 1998, and the reduction in power asymmetry 
may pave the way for a democratic opening . . . or 
not. It may lead to more chaos. Much will depend 

on how the government responds. 


RADICAL OVERREACH 


Not so long ago, the Chávez administration was 
riding high. In December 2006, in Chavez’s third 
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and perhaps most impressive electoral victory, he . 
was reelected with 63 percent of the vote. He won 
in every Venezuelan state. He was able to sustain 
and, some would argue, expand; on the electoral 
support he had achieved in 2004, when he pre- 
vailed in a recall referendum. And the results of 
the 2006 presidential election were accepted by 
the opposition, which refrained from the accusa- 
tions of foul play it had made in 2004. Chavismo 
seemed invincible. | 

Since then, Chávez has suffered t two major set- 
backs. In 2007, the government lost.a high-profile 
referendum on changing the constitution. In the 
November 2008 elections, the government lost 
governorships in five states and several mayor- 
alties, including in two important cities, Cara- 
cas and Maracaibo. While chavismo remains the 
country’s dominarit electoral force, its electoral 
advantage has shrunk dramatically. What has 
happened in less. than two years? The answer is 
twofold: government policy mistakes and reduced 
fragmentation across the opposition. 

Beginning in 2006, Chavez made a number of 
policy mistakes based on his interpretation of his 
2006 reelection as a mandate for further radical- 
ization rather than as a show of support for the 
status quo. For Chavez, radicalization means ex- 
panding the executive branch’s. control over in- 
stitutions.and expanding the state’s presence, in 
key sectors of the economy. He thus proceeded 
to introduce a series of radical policies, the two 
most conspicuous being a May 2007 decision not 
to renew the operating license of Radio Caracas 
Televisión (RCTY) and his proposal to reform the 
constitution. Each step produced a backlash. 

RCTV, which broadcast mainly sitcoms and 
soap operas, -was the most widely viewed televi- 
sion network in Venezuela. But Chavez contended 
that it had supported the 2002 coup in which he 
had briefly been deposed and that it had remained 
critical of the government afterwards. The Vene- 
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zuelan state, by suspending RCIV's license despite 
international condemnation, delivered one of Lat- 
in America’s strongest attacks against the media 
and thus freedom of expression since the region’s 
transition to democracy in the early 1980s. In the 
end the strategy may not have worked—viewer- 
ship seems to have shifted to other channels and 
cable television. Still, the incident revealed how 
far the government was willing to go to suppress 
media rights. 

It was also the high point of a campaign, begun 
in 2003, to expand the government's ownership of 
media outlets. At the start of the Chavez adminis- 
tration, the Venezuelan state controlled one tele- 
vision Station, one AM radio station, and one FM 
station. As of 2007, the government controlled 85 
percent of all television channels, 2 national radio 
stations, 3,000 community radio stations, a news 
agency, and 3 print media companies, as well as 
many internet and community news outlets. The 
remaining private media are burdened with arbi- 
trary taxation, content controls, and limited ac- 
cess to dollars, which hurts their capacity to im- 
port paper and technology. 

The second example of radicalism was the 2007 
proposal to reform the 1999 constitution. The pro- 
posal was drafted in secrecy by a small group of 
the president’s advisers whose names were not dis- 
closed. The resulting plan—a 44-page document— 
constituted what would have been the most gener- 
ous blank check ever given to an executive branch 
in the democratic history of Latin America. The 
president’s term in office was to be extended to 
seven years from six. Indefinite reelection would 
be allowed for the president—but not for any other 
elected office. Presidentially appointed “commu- 
nal councils” would receive constitutional status, 
potentially replacing local and regional elected of- 
fices and thereby ending decentralization. Exter- 
nal funding of political groups would be banned 
(though the state would be allowed to finance the 
ruling party). Presidential powers during states of 
emergency would expand. 

The constitutional reform proposal was de- 
feated in a December 2007 referendum. Al- 
though the margin of defeat was only 14 per- 
cent, the outcome was historic for at least three 
reasons. First, the referendum represented the 
government's first-ever electoral defeat (and by 
the same token the first electoral victory for op- 
position forces in the Chavez era). Second, the 
incident highlighted the power of the military in 
Venezuelan politics (rumors surfaced that pres- 


sure from the military compelled Chavez to ac- 
cept defeat, and it was conveyed to him that the 
military would not repress protests). Third, the 
referendum revealed a worrisome electoral trend 
for the government: rising abstention among 
Chavez supporters. The pro-chavista vote total 
was 3 million lower than it had been in the 2006 
presidential election. 

Since the referendum’s defeat, Chávez has at- 
tempted to implement some of its provisions 
unilaterally. But the consequences of his radical 
initiatives have provoked major defections away 
from the president. While some chavista voters 
welcomed his proposals, Chávez clearly overesti- 
mated the size of this radical bloc. (One possible 
indicator of its actual size is an early 2008 poll 
showing that only 28 percent of Venezuelans still 
hoped Chávez would press ahead with the defeat- 
ed constitutional reforms.) When Chávez turned 
more radical in 2006—2008, he lost the non-radical 
groups. He also lost the allied party Podemos and 
prominent individuals like his former wife (Mari- 
sabel Rodríguez, once a pro- Chávez member of the 
1999 constituent assembly) and former Defense 
Minister Raúl Isaías Baduel, who openly called the 
reforms a form of coup. 

Radicalization also provoked the return of pro- 
tests, which had been uncommon since 2004. The 
RCTV case in particular provoked demonstrations 
led by students. The sight of university students 
protesting against a "leftist government" is not 
common in Latin America. Chávez responded by 
calling the students "lackeys of imperialism" and 
threatening to unleash “Jacobin revolutionary vi- 
olence" against them. The government, as it hap- 
pened, did not repress the protests, but it did not 
change policy course either. 


CHAVENOMICS IN ACTION 


In addition to turning more radical in political 
terms, Chávez has also wrecked the Venezuelan 
economy. The country's economic problems, which 
predate the onset of the global financial crisis and 
a drop in oil prices in the second half of 2008, are ' 
the result of Chavenomics—which can be defined 
as both an overbearing state presence in the econo- 
my and an overbearing role for presidential discre- 
tion in state management. To be sure, other states 
with high levels of resource dependence also tend 
to overreach and overspend during boom times. 
But it is not automatic that resource dependence 
must translate into person-dependence, as has 
happened in Venezuela's economy. 


What are the key elements of Chavenomics? 
First, it means implementing antibusiness regula- 
tions. According to an annual World Bank survey, 
Venezuela now ranks 172nd among 178 countries 
in “ease of doing business,” the lowest ranking 
for any Latin American economy. This regulatory 
environment is producing capital flight despite 
the oil boom. 

Second, Chavenomics means increasing state 
ownership in key areas of the economy. In 2007, the 
government accelerated nationalization by taking 
over the largest telecommunications and electric- 
ity companies. Public sector employment has risen 
by almost 60 percent since 2003, yet the country’s 
unemployment rate remains high, in part because 
private-sector job creation is lagging. 

Third, Chavenomics means heavy pro-cyclical 
spending. Because the government routinely spends 
more than it takes in, inflation has reached 31 per- 
cent annually, one of the highest rates in the world. 
Fourth, Chavenomics entails price controls—which, 
in the context of inflation, produce a problem fa- 
miliar to anyone who has taken Economics 101: 
shortages of consumer goods. 
Producers become unwilling 
to produce if the costs out- 
weigh the potential benefits. 
With inflation pushing costs 
up, and price controls push- 
ing revenues down, the result 
has been shortages in basic 
consumer goods like sugar, milk, beef, chicken, sar- 
dines, black beans, cheese, and oatmeal. 

Finally, Chavenomics expands presidential 
discretion in the management of the economy. 
This would not be so damaging if Chavez were 
a competent manager, but his management of 
the economy has been dismal. This is clearly vis- 
ible in the oil sector, unquestionably the most 
vital economic engine in Venezuela. Essentially, 
Chávez has privatized the oil sector—to himself. 
He has done this by eliminating or ignoring all in- 
ternal rules designed to keep the management of 
the sector autonomous from the executive branch. 
Chavez alone decides who does business with the 
state oil company, how much money stays within 
the company for investment (very little), and how 
much money is taken out for the state to spend as 
it pleases (most). Chavez himself is thus fully re- 
sponsible for the dramatic decline in productivity 
that the state oil firm, Petróleos de Venezuela, has 
experienced since 2004, and indeed for many of 
the country’s economic woes. 


After the 2008 elections, 
Chavez’s core constituency seems 
confined to non-urban regions. 
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WHO NEEDS COMPETENCE? 

Another of Chavez's mistakes since the 2006 
election has been to try to sustain his electoral co- 
alition through patronage and a culture of impu- 
nity rather than through competent public admin- 
istration. The spending spree that the government 
has been on since 2003 has produced a consump- 
tion boom, which Venezuelans adore, but also a 
corruption boom, which Venezuelans abhor. Most 
state contracts are awarded without bidding. Most 
state jobs are offered on the basis of political lean- 
ings instead of qualifications. 

Chavez does little to stop the corruption of the 
state—not because he has not noticed it, but be- 
cause he has discovered the utility of rule through 
impunity. Corruption allows Chavez to tell his 
supporters: If my enemies come to power, you will 
lose your privileges and you may end up in jail. 

Impunity and a sense of bureaucratic abandon 
undermine all state services, and this is having 
harmful effects in an area where Chavez had 
previously achieved some success: social policy. 
Chavez became world famous in the middle of 
this decade on account of his 
generous social programs, 
which were called “missions 
to save the people.” Today, 
these missions are exhibiting 
signs of decay. For instance, 
the shelves in many state- 
affiliated grocery stores, the 
so-called mercals, are empty—mostly because 
managers steal the subsidized merchandise to sell 
in informal markets. Such irregularities in public 
bureaucracy help to explain why Venezuela's fight 
against poverty is yielding less impressive results 
than would be expected, given the levels of spend- 
ing involved. 

As bad as the shortages are, they are not the 
most pressing issue for most Venezuelans. It is 
crime that concerns citizens the most. Police ser- 
vices have decayed too as a result of impunity and 
bureaucratic abandon. The decline of the police 
force (together with the president's decision to 
expel the US Drug Enforcement Administration 
from Venezuela in 2005) explains a astounding 
crime epidemic that the countr 
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of military participation. Chávez's revolution was 
predicated on the promise of participatory democ- 
racy, a neo-Rousseauvian ideal that in 1999 at- 
tracted millions to Chavez. Today, the only group 
that seems to participate fully in the government 
is the military. In 2008, nine of approximately 
thirty cabinet positions were held by active or re- 
tired military officers. Military spending under 
Chavez has increased sevenfold. 

At the same time, within the president’s rul- 
ing party, any civilian who challenges Chavez 
gets excoriated and excommunicated. In 2008, 
this dogmatism became the dominant story with- 
in Chavez's United Socialist Party of Venezuela 
(PSUV), eclipsing other issues such as the party’s 
illegal use of government resources and irregu- 
larities in its primaries. 

The PSUV was formed as a response to the gov- 
ernment's victory in the 2006 election. Chávez's 
plan was to disband his former ruling party and 
replace it with what he hoped would become a 
larger party that would also be more unified (that 
is, more obsequious). But a number of satellite 
pro-Chávez parties refused 
to disband and merge into 
the PSUV. Tensions and pub- 
lic recriminations between 
Chávez and these renegade 
parties escalated through- 
out 2008. By August, when 
the PSUV refused to consid- 
er supporting some of the more popular political 
candidates put forward by these parties, open war- 
fare broke out within chavismo. Chávez respond- 
ed by expelling the dissident parties, which then 
decided to run their own candidates in a number 
of states. The significance of these expulsions is 
that they marked the demise of participatory de- 
mocracy within chavismo. 


THE OPPOSITION'S COMEBACK 

Chavismo thus headed toward the 2008 region- 
al elections suffering from a number of weakness- 
es: excessive radicalism, dysfunctional economic 
policies, decaying social services, rising crime, 
and growing fragmentation within its ranks. The 
opposition, on the other hand, corrected its prior 
mistakes rather than repeating them. 

The first historical mistake that the opposition 
solved. was its Chávez-centrism. The opposition 
has long been criticized for being too Chávez- 
focused) Its:discourse is long on denunciations 
of the president and’ short on policy ideas. The 





His policies have, one by one, 
destroyed his movement's ideals; 
hence, his current political troubles. 


problem of putting forward a predominantly anti- 
Chavez discourse is that Chavez remains, to this 
day, the most popular politician in the land. In the 
2008 elections, the opposition had the advantage 
of running on a platform that was not based on 
getting rid of Chávez—since Chávez was not run- 
ning. This also allowed the opposition the chance 
to offer a competing program in the form of solu- 
tions to local challenges. 

The second problem that the opposition over- 
came was its tendency to abstain. As happens in 
many semi-autocracies, opposition voters had be- 
come convinced that electoral rules, procedures, 
and authorities were all irremediably biased, and 
since the 2004 recall referendum the opposition 
had been haunted by the specter of abstentionism. 
However, starting with the 2006 campaign, oppo- 
sition leaders began to turn this voter sentiment 
around. By 2008, few opposition leaders advocat- 
ed electoral withdrawal. 

The final and perhaps most important problem 
that the opposition overcame was fragmentation. 
Ever since the collapse of Venezuela's tradition- 
al parties in 2000, and the 
collapse of new parties after 
the opposition's boycott of 
the 2005 National Assem- 
blv elections, Venezuela had 
become an extreme case of 
hyper-fragmentation: More 
than 80 parties were regis- 
tered nationwide, and none of them (except the 
president's) had much power or access to state of- 
fice. Reorganizing this splintered party system was 
a major hurdle. Yet, to everyone's amazement, the 
opposition offered, in 17 of 22 states, single candi- 
dates running to represent all opposition parties. 
Solving the fragmentation showed the extent to 
which the opposition has become more capable of 
compromise and more strategic. 

As the 2008 elections approached, Chávez pan- 
icked. He knew he was popular, mostly because 
of his status as the country's entertainer-in-chief 
and employer of last resort. But he also recognized 
that he was not running for office and that many 
of his policies and candidates were unpopular. He 
also recognized that the opposition was becoming 
more viable. He responded by launching a fierce 
attack on the opposition, using both arbitrary 
laws and hate speech, in an effort to restrain and 
demonize his opponents. 

The most prominent legal attack was the so- 
called Russián list. In February 2008, Comptroller 


General Clodosbaldo Russian disqualified almost 
400 Venezuelan citizens (a number subsequently 
reduced to 270) from running for office, due to 
allegations of corruption. Two of the opposition's 
most prominent candidates were among those 
listed: Leopoldo López and Enrique Mendoza. 
The use of "lists" to shackle the opposition was 
not new. In 2004—06, the government compiled a 
list of voters who had signed a petition in favor of 
the presidential recall referendum. Government 
jobs, contracts, and welfare benefits were denied 
to those on the list. The “Russian list” was differ- 
ent in that it attacked candidates rather than vot- 
ers, but the intentions were similar: to divide the 
opposition and suppress opposition votes. 

The government also resorted to a long-favored 
tactic: verbal aggression against the opposition. 
By October, Chávez's hate lexicon ("disgusting 
traitors,” “mafia bosses,” “oligarchs,” “reactionar- 
ies,” “criminals”) had become ubiquitous in his 
campaign speeches. In addition, threats were is- 
sued. Referring to Manuel Rosales, a candidate for 
mayor of Maracaibo and a presidential candidate 
in 2006, Chávez said: “In case . . . Rosales and 
his mafia win, we will need to begin to make a 
plan, even a military plan." Referring to the state 
of Carabobo, Chávez was yet more direct: "If the 
oligarchy is allowed to return to power, I might 
end up letting the . . . tanks out to defend the rev- 
olutionary government and the people.” Chávez 
also threatened to cut funding to any jurisdiction 
that voted for the opposition. 

It is not clear whether the Russián list or 
Chávez's hate speech achieved the intended result 
of suppressing the opposition vote. But these tac- 
tics illustrate Chávez's idea of political competi- 
tion: Opponents must be crushed. The Russián 
list violated the constitution, which stipulates that 
candidates can only be disqualified as a result of a 
judicial guilty verdict. And Chávez's hate speech, 
like his threats to use the military and to strangle 
his opponents economically, sounded more dicta- 
torial than democratic. 

The 2007 and 2008 election results clearly in- 
dicate that the Chávez administration is experi- 
encing a second wave of discontent—almost 45 
percent of Venezuela's population voted for the 
opposition. Still, chavismo remains a strong force. 
In 2008 the PSUV won in 17 states, defeating the 
chavista dissidents and even winning in states 
(Falcón, Anzoátegui, and Mérida) that were ex- 
pected to go for the opposition. And the National 
Assembly, the most critical arena for influencing 
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government policy, remains 100 percent chavista, 
since assembly seats were not up for election. 

The 2008 electcral results, therefore, generated 
a political paradox: While there was a decline in 
power asymmetry between the ruling party and 
the opposition, the ruling party still emerged very 
powerful. Both sides claimed some form of politi- 
cal triumph, which is a rare outcome in elections. 

The election results also revealed another 
change: Chavismo's demographics have shift- 
ed. Until last year's vote, the government could 
claim that Venezuela's *have-nots" constituted a 
firm constituency throughout the nation. After 
the 2008 elections, Chávez's core constituency 
seems confined to non-urban regions. The op- 
position appears to have displaced chavismo 
from its previous stronghold—urban environ- 
ments, where the worst pockets of poverty are 
in fact located. 

These changes in power asymmetry and elec- 
toral demographics suggest that Chávez, while still 
electorally competitive, is no longer invincible. In 
Venezuela as in most of Latin America, the bulk of 
the population is urban, and a rural-based move- 
ment cannot easily become hegemonic. Chávez's 
electoral priority in the coming years therefore 
must be to recover ground in urban areas. He has 
time to make a comeback. The next major elec- 
tion—for delegates to the National Assembly—is 
scheduled for the end of 2010. But whether Chávez 
manages to recover by then might depend, in part, 
on the price of oil. 


OILING THE SYSTEM—WITH LESS 

In the second half of 2008, world oil prices 
unexpectedly plummeted. By November, Ven- 
ezuela's crude oil prices had declined 69 percent 
from their peak july price of $129.54 per barrel. 
Because oil accounts for 94 percent of Venezu- 
elas total exports and provides nearly half of 
the governments revenues, this decline is crip- 
pling, especially since the government relies so 
much on state spending for co-optation. If prices 
stay at current levels, Chávez will face economic 
adversity in the second half of 2009, which no 
doubt will inhibit his ability to recover elector- 
ally. However, low oil prices will not necessarily 
imperil Chávez's ability to weaken the opposi- 
tion. Indeed, a damaged opposition rather than 
a defeated incumbent could very well be the out- 
come of this change in oil prices. 

The Chávez administration has tools at its dis- 
posal to survive the economic crisis. Chávez can 
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reduce Venezuela’s spending on programs abroad. 
He can draw funds from various sources avail- 
able at home. He can encourage the Organization 
of the Petroleum Exporting Countries to reduce 
oil output. He is already planning to increase his 
country’s debt. He can devalue the currency, gen- 
erating more revenue for the government and cut- 
ting the bill for imports. He could even provoke an 
international crisis to create panic in global mar- 
kets, thus raising the price of oil. 

Even if Venezuela is forced to implement un- 
appetizing austerity measures, the government 
could still survive if it managed to protect key 
constituencies from deep spending cuts. As long 
as Chavez keeps his party—and the military— 
relatively protected, he may well survive politi- 
cally. His task is to keep the ruling coalition uni- 
fied. A unified ruling coalition has an advantage 
over a fragmented opposition, regardless how 
large or angry the opposition might be. For the 
opposition, therefore, the key challenge remains, 
as it has been since 2006, to contain its tendency 
to fragment. It is not clear that, in the midst of an 
economic crisis in which the government offers 
incentives for some and not for others, the opposi- 
tion can remain unified. 

No matter where oil prices are headed, Chavez 
still faces the political reality of an emboldened 
opposition. How might he deal with this? In one 
scenario, Venezuela could replicate Mexico’s ex- 
perience in the 1980s. At that time, an economic 
crisis allowed Mexico’s opposition parties to score 
electoral victories in regional elections, thereby 
ending the near-monopoly on power of the popu- 
list Institutional Revolutionary Party (PRI). The 
opposition parties’ increased bargaining leverage 
compelled the PRI to negotiate a series of insti- 
tutional and policy reforms that ultimately led 
to greater checks and balances and eventually a 
transfer of power. All of this happened peacefully. 
This sort of “democratization via governorships” 
is imaginable for Venezuela. 

Also imaginable is a less pretty scenario in 
which Chavez becomes more autocratic in his ap- 
proach toward the opposition. The government 
could declare a state of emergency and use its con- 
trol of Congress to apply harsh policies to regions 
controlled by the opposition. This would be not 
unlike what Evo Morales is doing in Bolivia—de- 
nying funds to elected leaders from the opposition 
and encouraging loyal social movements to create 
civil strife in some states. 


Initial signs indicate that the government is 
heading in this direction. Immediately after the 
2008 elections, Chavez instructed his party to 
prepare the way for yet another referendum to 
change the constitution so as to permit indefinite 
reelection of the president. “Chavez will not aban- 
don you,” he told his supporters. 

Chavez has also begun to promote ungovern- 
ability in jurisdictions controlled by the opposi- 
tion. Government agents in the state of Miranda 
and in the mayor's office in Sucre, after learning 
that they had lost the elections, vandalized gov- 
ernment property and emptied bank accounts. 
Chávez also has intensified his personal attacks 
against opposition leaders. The idea behind these 
actions is to produce voter disenchantment with 
local leaders in regions controlled by the opposi- 
tion. Antagonizing the opposition will not bring 
peace to Venezuela, but it might strengthen the 
government politically. And if the economy fur- 
ther deteriorates, it might be the only recourse left 
for the government. 


POLITICAL SUICIDE? 

A decline in Venezuelas power asymmetry 
and a drop in commodity prices have disturbed 
the comfort that Chávez's populist government 
had enjoyed since 2004. Whether this will lead 
to more autocracy, more democracy, or more un- 
rest is hard to tell. But one cannot rule out the 
possibility that grim economic conditions might 
push the government to become more aggressive 
toward the opposition. 

One pointis clear. Chávez's resort to hate speech 
proves that he truly hates his rivals—yet his poli- 
cies during the past few years suggest he might 
hate his revolution more. His policies have, one by 
one, destroyed his movements ideals; hence, his 
current political troubles. His wounds are not yet 
mortal, but they are serious and self-inflicted. In 
the end, Chávez might never recover. His "social- 
ism for the twenty-first century" is looking more 
and more like political suicide in the making. 

To survive, Chávez must make a choice. He 
can sacrifice his radical ways, including his hy- 
perpresidentialism; doing so might restore his 
movements electoral appeal and maybe even its 
majoritarian status. Or he can sacrifice the few 
democratic institutions that remain, in which 
case, whether his movement is popular or not be- 
comes a moot point. From the looks of it, Chávez 
seems to be opting for the latter sacrifice. | M 









^ 03^ " F ^ Y» v ume + Y. oxde 
"c 2 hi "oa Ser t om 
+ ry - + so e 
2 ` , ` M s ae “pa > ms k 
P 


^ 
AW Ae 
* 






| “although isolated victories Ed occur ; 


- 








ey - 1 « Y. 


tan 
*  - 





-. 


~~ 
ay ‘2 vt 
a Se on te 


¢, Boax 
a meme ne * 
4 
yt at no 
` 4 pd " 
: 


- 
7 
- ry er g a" »^ x 
* z 


; Contemporary indigenous politics is 


mee 


ie “marked more by retrenchment dian "by progress." MEN LE M 


* n 
ae E] a 





Indigenous Movements Lose Momentum 


. DONNA LEE VAN COTT 


ust a few years ago, the future looked bright 

for Latin America's 40 million indigenous peo- 

ple. Throughout the hemisphere and particu- 
larly in the ethnically diverse Andes, indigenous 
‘movements were converting protest into concrete 
policy gains. Most nations’ constitutions had 
recognized some indigenous rights. Indigenous 
political parties had consolidated regional bases 
of support and were increasingly competitive at 
the national level in Colombia, Bolivia, Ecuador, 
Venezuela, and Guyana. Indigenous movements 
had become influential political actors, often with 
broad, cross-ethnic, and cross-class appeal. 

Today the outlook is more muddled. Some in- 
digenous parties have maintained their regional 
strength and expanded geographically, but oth- 
ers have becóme fragmented, lost public support, 
or failed to achieve their potential. A backlash 
against indigenous movements threatens to over- 
turn historic gains in policies and rights and to 
sap movement momentum by forcing indigenous 
parties to adopt a defensive posture. 

The increasing strains that many indigenous 
political movements today exhibit are partly at- 
tributable to their own success. That is, their suc- 
cess has convinced larger political parties to court 
popular indigenous candidates. Also, competi- 
tion over newly accessible government positions 
has exacerbated internal tensions and produced 
organizational fragmentation. More fundamen- 
' tally, incorporation into formal politics requires 
an adjustment to norms of competition and col- 
laboration, and these norms can clash with the 
logic of social movement activism and traditional 
indigenous self-governance. In order to preserve 
success, indigenous political actors must main- 
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tain long-standing practices that sustain indig- 
enous identity—and avoid the temptations of co- 
optation and corruption that accompany access 
to power. 


LEFT BEHIND | 

In the 1990s indigenous movements emerged 
as electoral vehicles that embodied public dissat- 
isfaction with neoliberal economic policies and US 
dominance in the region. In the absence of viable 
leftist parties espousing these views, indigenous 
vehicles most often succeeded as the fulcrum of 
alliances bringing together weak, fragmented, 
popular organizations and leftist political par- 
ties. However, resurgent leftist and populist par- 


ties have altered the political environment for in- 


digenous movements. Indigenous organizations 
and parties have had- either to compete against 
better-financed left-populist options or to formu- 
late new alliances, in which they often have found 
themselves junior partners. For indigenous move- 
ments, moreover, it is harder to articulate a com- 
pelling opposition discourse against a popular left 
government than against a neoliberal one. It is 
also hard to find space within these populist-left 
governments, which may have sufficient electoral 
support without indigenous movements. 
Resurgent leftist and populist parties have 
usurped indigenous movements' most compel- 
ling political appeal: opposition to neoliberalism 
and to US military and economic dominance. 
Indigenous movements had framed their oppo- 
sitional claims within a discourse of cultural na- 
tionalism, one that had broad appeal for Latin 
Americans of diverse identities. In 1994 Mexico's 
predominantly indigenous Zapatista National 
Liberation Army became the Latin American 
face of anti-neoliberalism. But today Venezu- 
elas Hugo Chávez more famously embodies the 
region's rejection of US policies and its drive for 
closer economic and political integration inde- 
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pendent of Washington. After 20 years, indige- ` 
nous movements have lost their novelty as fresh. 


political faces with the ability to introduce new 
ideas to the political agenda. 

Signs of progress for indigenous movements 
exist nonetheless. The global environment for 
indigenous peoples improved in September 2007 
when the United Nations approved a Declara- 
tion on the Rights of Indigenous Peoples after 
30 years of debate. All Latin American coun- 
tries with the exception of Colombia approved 
the declaration (Colombia abstained; the United 
States and Canada rejected it). The declaration 
increases Latin American governments’ obliga- 
tions toward indigenous peoples, particularly 
with respect to self-government and exploitation 
of natural resources. | 

In another positive development, a regionwide 
move toward municipal decentralization has en- 
abled geographically concentrated and relatively 
homogeneous indigenous communities to achieve 
partial self-government. In. Ecuador, the indig- 
enous party Pachakutik has gained international 
praise for its innovative efforts in intercultural- 
deliberative local government. Local indigenous 
organizations in southern Mexico—some allied 
with the Zapatistas—are exercising power in de 
facto autonomous local and regional governments. 
Municipalities in Oaxaca have the option of elect- 
ing authorities according to traditional customs. 

The divergent paths that contemporary indig- 
enous movements can take ‘are highlighted by 
comparing conditions in Bolivia and Ecuador, 
two countries that are among Latin America’s 
most ethnically diverse and that are home to the 
region’s most electorally successful indigenous 
parties. In both countries, a populist-left presi- 
dent with significant public support governs in 
the face of opposition from a recently disenfran- 
chised neoliberal elite. Both countries have just 
completed a tumultuous process of constitutional 
reform. Beyond that, however, Bolivia and Ecua- 
dor represent a study in contrasts. 


BOLIVIAN HARDBALL 

In Bolivia, the meteoric rise over two election 
cycles of the Movement Toward Socialism (MAS) 
represents one of Latin America’s most dramatic 
political stories of the past decade. MAS was ini- 
tially formed (under another name) by indigenous 
coca growers, in alliance with other indigenous 
groups, to contest municipal elections in 1995. 
In 1997 MAS sent to the Congress its charismatic 


leader, Evo Morales, along with three other repre- 
sentatives. Over subsequent years conditions were 
created that allowed Morales to present himself as 
the only alternative to generations of venal elite 
rule, subservience to foreign powers, and crushing 
poverty. (Contributing to these conditions were 
the disintegration of the Bolivian party system, 
Bolivians’ growing rejection of US interference in 


.the country’s affairs, and the persistent mobiliza- 


tion of peasants, unions, and urban popular orga- 
nizations.) After Morales finished a close second 
in the 2002 presidential election, the seams of Bo- 
livian politics unraveled. 

-As public anger toppled two presidents between 
2003 and 2005, Bolivia’s light-skinned elites were 
too busy fighting for power among themselves to 
accurately gauge Morales’s popular appeal. ‘Mo- 
rales built pragmatic alliances with urban, middle 
class politicians, and he used a discourse that 
linked subordination of the indigenous majority 
to themes that resonated with most Bolivians— 
anti-neoliberalism, national pride, and. disgust 
with traditional politicians. In doing so, Morales 
secured for the MAS in 2005 the most resounding 
political victory in modern Bolivian history. The 
party won 54 percent of the presidential vote and 
84 of the 157 seats in Congress. (In local politics 
the party already had become the dominant force, 
having won one-quarter of municipal council 
seats in the 2004 local contests.) 

Morales’s popularity surged in 2006 after he re- 
negotiated foreign oil and gas contracts, securing 
billions of dollars for the national tréasury. He also 
forced implementation of stalled agrarian reform, 
albeit through questionable means that included 
the misuse of alternate votes in Congress and the 
mobilization of peasant supporters to intimidate 
opposition legislators. In 2007 Morales issued: de- 
crees protecting indigenous communities from 
the harmful effects of resource exploitation con- 
ducted by foreign companies in legally recognized 
indigenous territories. The president’s ‘personal 
prestige soared—and by association, so did that 
of Latin America's indigenous movements—as 
foreign countries and companies sought to secure 
warm relations with Bolivia and access to its en- 
ergy markets. 

From a liberal-democratic perspective, Mo- 
rales’s achievements have come at a price. As pres- 
ident he has flouted the law he swore to uphold 
and has openly challenged the courts. He taunts 
the political opposition and the independent me- 
dia, allowing and even encouraging supporters to 


intimidate them physically. He demands obedi- 
ence from movement and party militants and ex- 
pels dissenters. This “peasant-union discipline” is 
a feature of Bolivia’s highland indigenous organi- 
zational culture that weakens that culture’s dem- 
ocratic credentials in the eyes of observers. Mo- 
rales’s political vision, and his party’s, emphasize 
economic equality and: popular power at the ex- 
pense of opposition rights and the rule of law. In 
addition, the image of indigenous political actors 
as an honest and accountable: political alternative 
has been diminished by the nepotism, incompe- 
tence, and job buying that have characterized the 
MAS ‘administration. | 
Morales's manipulation of a 2006—2007 constit- 
uent assembly, which was charged with drafting a 
new constitution, is a case in point. Morales as- 
sumed the presidency with a mandate to advance 
the indigenous movements long-standing goal of 
rewriting the constitution to embrace Bolivia's di- 
verse indigenous cultures and shift power from 
the minority, light-skinned elite to the indigenous 
majority. His main obstacle 
from the beginning has 
been a well-organized, mili- 
tant campaign for regional 
autonomy based in the eco- 
nomically dynamic, eastern, 
lowland departments where 
the country’s gas and oil 


resources are located. This movements partiall 
P 


foreign origin and outward economic orientation 
give racial undertones to its demands for auton- 
omy. Lowland elites seek to retain their wealth, 
but they also reject being politically subordinated 
to groups that they perceive as uneducated, less 
industrious, and antimodern. 

Morales and his party controlled 54 percent of 
the seats in the constituent assembly, but approv- 
ing a draft constitution required a two-thirds su- 
permajority. The president—through a campaign 
of intimidation carried out by police, the military, 
and thousands of armed supporters—imposed 
an absolute-majority rule, contradicting the two- 
thirds majority legal requirement. When MAS as- 
sembly members approved a draft constitution in 
December 2007—after 16 months of stalemate and 
several violent skirmishes around the assembly 
headquarters in Sucre—they did so in the neigh- 
boring department of Oruro, in the absence of the 
opposition, and in violation of legal stipulations 
such as one requiring that those who signed the 
draft must have had the chance to read it first. 





In some Latin American countries, 
the political influence of indigenous 
movements may have peaked. 
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Morales's maneuvers enraged opposition lead- 
ers and sparked a year of protests and: hunger 
strikes. The opposition mounted an effort to recall 
the president. This failed when Morales registered 
the support of 64 percent of voters on August 10, 
2008. His victory was tainted, however, by rev- 
elations that peasant and union organizations had 


threatened their members with sanctions if they 


failed to support Morales. 

In the fall of 2008 Vice President Alvaro García 
negotiated an *adjusted and corrected" constitu- 
tion that incorporated some opposition demands. 
A referendum on the draft charter was scheduled 
for January 2009, to be followed by national elec- 
tions in December. 

Among notable features of the proposed con- 
stitution is language declaring that the Bolivian 
state is founded on “plurinational communitar- 
ian law . . . intercultural, decentralized, and with 
autonomies. Bolivia is founded in political, eco- 
nomic, juridical, cultural, and linguistic plural- 
ity and pium ” The constitution recognizes 
departmental, regional, 
municipal, and indigenous 
autonomies—but the pow- 
ers and resources allotted to 
each are still to be specified 
and regulated by law. Gov- 
ernment offices would be 
required to operate in’ two 





languages, including an indigenous language, and 


all 36 indigenous languages would be recognized 
as official. 

Given Morales’s popularity, the constitution 
was expected to win approval. But how will its 
vague language be implemented without sparking | 
renewed conflict? Opposing visions of democracy 
and the state have yet to be reconciled. And much 
is at stake: If Morales, as Latin America’s most - 
prominent indigenous leader, is unwilling to em- 
brace liberal-democratic ideals, the effects will be 
felt by indigenous movements elsewhere that are 
trying to establish themselves as democratic alter- 
natives. Their challenge is made more difficult by 
openly disregarding procedural rules, competitive 
institutions; and individual rights—even in the 
name of cultural diversity. 


ECUADORIAN DISORIENTATION ° 

Just as intriguing as the MAS's rise in Bolivia is 
the rapid disintegration in Ecuador of what five 
years.ago was Latin America’s most successful 
indigenous movement. The movements troubles 
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provide important lessons to indigenous move- 
ments in those Latin American countries—that 
is, most of them—where the indigenous consti- 
tute a minority. 

Ecuador’s largest indigenous organization, the 
Confederation of Indigenous Nationalities of Ec- 
uador (CONAIE), formed the United Plurinational 
Pachakutik Movement (Pachakutik) in 1996. Atits 
peak in 2002, Pachakutik was an influential alli- 
ance of indigenous and popular organizations and 
urban intellectuals. It boasted a far more consoli- 
dated and mobilized electoral operation than did 
Lucio Gutiérrez, the presidential candidate whom 
Pachakutik helped bring to power that year. Soon 
after becoming president, however, Gutiérrez 
turned on the movement and fractured it by co- 
opting leaders and organizations that were more 
conciliatory toward him than were Pachakutik’s 
principal leaders. 

In 2004 local and regional elections, a number of 
candidates supported by Gutiérrez defeated Pacha- 
kutik in its historic bases after the president liber- 
ally distributed patronage .to impoverished rural 
communities. This strat- 
egy reduced the number 
of Pachakutik mayors to 
16 from 23. Pachakutik 
lost three municipalities 
to Amauta Yuyay, a tiny 
evangelical indigenous 
party on whose behalf 
Gutierrez had cam- 
paigned vigorously. 

But the attacks on Pachakutik by Gutierrez 
and, later, by President Rafael Correa, are not 
the only reason for the party’s decline. First, 
Pachakutik is a victim of its own success. It has 
delivered many of the goods its constituents had 
sought, such as recognition of indigenous terri- 
tories, bilingual education, and political inclu- 
sion. Second, current and former. militants ac- 
cuse Pachakutik of behaving like a traditional 
party. They point to alliances that Pachakutik 
has made with neoliberal parties to secure for 
its congressional representatives leadership po- 
sitions and favorable electoral rules. These. al- 
liances with sworn enemies have confounded 
supporters and diminished the legitimacy and 
prestige of national‘ indigenous leaders, causing 
grassroots organizations to abandon Pachakutik 
and seek other electoral partners. Third, persis- 
tent divisions among the party's regional organi- 
zations, its highly public personal rivalries, and 








Morales's political vision, and his 
party's, emphasize economic equality 
and popular power at the expense of 
opposition rights and the rule of law. 








its insufficient renewal of leadership have sapped 
the movement's energy and prestige. 

. Another explanation for Pachakutik's decline 
is its decision after 2003 to focus more narrowly 
on the indigenous identity and agenda. Many in- 
digenous leaders perceived the Gutíerrez debacle 
as a direct result of overextending the movement 
socially and ideologically, compromising prin- 
ciples, and diluting indigenous identity—always 
the movement’s most valuable resource. One for- 
mer leader told the daily El Comercio in February 
2007 that Pachakutik “converted itself into an- 
other political party and forgot the true character 
of pachakutik”—a term that connotes transforma- 
tional change. The result was severe movement 
fragmentation and a distancing between long- 
standing leaders and their base. 

The new ethnocentric strategy meant there was 
less space in the party for nonindigenous militants. 
Prominent mestizos abandoned Pachakutik, cost- 
ing the party representation in urban areas. Oth- 
ers were expelled for failing to toe the indigenous 
line. Important organizations—peasant, urban, 

and Afro-Ecuadorian— 

left the alliance in 2005, 

citing an increasing em- 

phasis on indigenous 
. candidates. 

Even prominent in- 
digenous leaders have 
left, accusing Pachaku- 
tik of having abandoned 
its original goal of pro- 

moting social justice and solidarity in favor of 
capturing political power. For example, the popu- 
lar Otavalo mayor Mario Conejo left the party in 
2006, along with three municipal council mem- 
bers. Observers concluded that Conejo’s willing- 
ness to seek consensus with mestizos conflicted 
with the more radical stance of local indigenous 
organizations. Indigenous voters also feel alien- 
ated: They appear to be more interested in access 
to local development resources that promise im- 
mediate improvement in welfare than in a radical 
discourse evoking a utopian future. 

In the 2006 presidential election Pachakutik 
chose not to pursue its usual strategy of allying 
with a viable mestizo presidential candidate, nor 
did it support the three-term indigenous mayor of 
Cotacachi, Auki Tituafia, who had demonstrated 
cross-ethnic appeal. Instead Pachakutik chose 
CONAIE leader Luis Macas, a 20-year veteran of 
indigenous politics. Macas attracted barely more 


than 2 percent of the vote. According to a study by 
East Tennessee State University social scientists 
Kenneth Mijeski and Scott Beck, only 25 percent 
of indigenous voters chose Macas, while approxi- 
mately half supported Gutíerrez's brother, who 
extended the family legacy of patronage in rural 
communities. Pachakutik candidates also report- 
edly suffered an anti-indigenous backlash among 
mestizo voters. The indigenous movements use of 
roadblocks and other coercive protest measures in 
preceding decades had given it an image as radi- 
cal and undemocratic. Pachakutik’s congressional 
delegation, which had consisted of 11 deputies in 
2002, shrank to 6. 

A constituent assembly convened by Presi- 
dent Correa in 2007-2008 to rewrite the coun- 
try’s constitution further divided the indigenous 
movement, as some of its prominent leaders par- 
ticipated in the assembly as part of the populist 
president’s delegation. In 1997, Pachakutik had 
accounted for 7 of 70 delegates in that year’s con- 
stituent assembly, and the party was a key partner 
in a center-left bloc. But this time the party was 
marginalized, accounting for only 5 of the assem- 
bly’s 130 delegates (including 2 in alliance with 
leftist parties). Correa, who controlled 80 seats 
and benefited from simple-majority rules, largely 
controlled the outcome. As in Bolivia’s case, how- 
ever, the Ecuadorian assembly suffered the stigma 
of an illegitimate birth. Correa engaged in ques- 
tionable legal and political maneuvering when he 
convened the assembly over legislative opposition, 
and he deposed the legislature to give the assem- 
bly that he dominated law-making powers. 

The weakness and division of the indigenous 
movement were revealed in the debate over wheth- 
er voters should approve the new constitution that 
the assembly produced. Pachakutik leaders, as 
well as CONAIE's highland and coastal affiliates, 
publicly favored approval, but CONAIE itself hesi- 
tated to do so, fearing that this would give the im- 
pression of support for Correa. CONAIE issued a 
statement calling Correa racist and authoritarian. 
Finally on September 4, 2008, CONAIE announced 
support for the constitution based on its stance 
against neoliberalism, but emphasized that sup- 
port for the charter did not imply support for the 
president. The new constitution received 64 per- 
cent approval in a referendum. 

The 2008 constitution describes Ecuador as 
“intercultural, plurinational, whereas the 1998 
constitution had only called it “pluricultural and 
multiethnic.” This semantic change holds great 
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meaning for the indigenous. But Ecuador's indig- 
enous people failed to achieve strong recognition 
for indigenous languages or a right to “previous 
informed consent? with respect to exploitation of 
natural resources in indigenous territories. 

Correa initially attracted prominent indigenous 
leaders to his political project, but he has angered 
others by making derogatory comments about 
Quichua, Ecuadors most common indigenous 
language, and by insisting that the indigenous 
constitute only 5 percent of the Ecuadorian popu- 
lation. Indigenous leaders claim that he has stolen 
ideas and proposals from CONAIE and Pachakutik. 
The newspaper El Comercio concluded in a July 
2007 editorial, “A decade ago, the [indigenous] 
movement embodied the discontent of the left- 
ist sectors with structural adjustment. However, 
today, the Correa government has assumed these 
claims, which has demobilized the organization.” 
Since the constituent assembly, some of Correa's 
allies from the indigenous and other social move- 
ments have distanced themselves from the presi- 
dent, citing his increasingly authoritarian style. 

In November 2008 Pachakutik leaders met to 
discuss strategy and to regroup. CONAIE continues 
to launch protests against the government, such as 
a 24-hour strike in November to oppose a new min- 
ing law. Although Pachakutik and CONAIE continue 
to meet at assemblies, it is unclear which organiza- 
tion is steering the indigenous movement, and each 
blames the other for their mutual decline. 


UNDER THE RADAR 


Elsewhere, in countries receiving less interna- 
tional attention, indigenous movements are post- 
ing mixed results. In Chile, Guatemala, Mexico, 
and Peru, indigenous organizations still struggle 
to launch viable parties. But in Colombia and 
Venezuela—although indigenous populations 
account for barely 2 percent of the total popula- 
tion—indigenous parties have achieved some po- 
litical gains and made modest policy progress. 

In Colombia, the Indigenous Social Alliance 
(ASI) and Indigenous Authorities of Colombia 


- (AICO) have been regional political forces for 18 


years, a remarkable achievement given the size 
and geographic dispersion of Colombia's indige- 
nous population and also the proliferation of new 
parties since 1991. (In 2006, 45 Colombian par- 
ties lost their legal registration for failing to run 
candidates or to win 2 percent of the vote.) In the 
2006 national elections, ASI and AICO each won 
a seat in an indigenous Senate district. However, 
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neither gained representation in the lower cham- 
ber, as they had in the past, and ASI failed to win 
a seat in the national Senate district, as it had in 
1998 and 2002. 

Both parties are strong competitors in local and 
regional races and, in alliances, have captured de- 
partmental governorships. ASI recognizes its mi- 
nority status and so reaches out to nonindigenous 
organizations and voters as part of a strategy to 
expand its political support nationally. Indige- 
nous parties have a clear advantage to offer voters: 
Their elected officials are not under investigation 
for connections with drug traffickers or armed 
groups. This is a claim that many Colombian par- 
ties cannot make. | 

ASI and AICO maintain close relations with af- 
filiated social movements. In conjunction with 
peasant farmers, sugar workers, and other sup- 
porters, indigenous organizations sponsored a 
massive march in October 2008 to protest a pend- 
ing US trade agreement, a regressive new land stat- 
ute, the “criminalization of social movements,” 
and the assassination of indigenous leaders and 
elected public officials. (In 
the month before the march 
alone, 17 such assassinations 
had been carried out by guer- 
rillas, paramilitaries, and gov- 
ernment forces.)  Protesters 
were shocked when security 
forces with bullets, tear gas, 
and machetes assaulted approximately 40,000 
marchers on their way to Bogotá. Two protesters 
were killed and dozens were injuted. The mobili- 
zation sparked angry denunciations by conserva- 
tive newspapers. Conservatives accuse indigenous 
movements of assaulting Colombia's territorial in- 
tegrity, a charge that incites paramilitary attack. 

As the October incident demonstrated, the AI- 
varo Uribe administration has been a disaster for 
indigenous peoples. Violence against indigenous 
leaders is carried out with impunity, particularly 
in rural areas, where an estimated 1,500 have 
been assassinated. A dialogue on human rights 
in 2006 aimed at implementing indigenous con- 
stitutional rights ended in frustration. Uribe, 
conspicuously, was the only Latin American 
president who refused to sign the UN declara- 
tion on indigenous rights. 

In Venezuela, on the other hand, indigenous 
movements benefit from long-standing support 
from President Chávez, from the opportunity to 
ally with leftist parties in the presidents coalition, 


A backlash against indigenous 
movements threatens to 
overturn historic gains. 


and from the decline of the clientelist and elite 
parties that Chávez destroyed. These parties had 


. previously dominated indigenous votes through 


patronage relationships. 

In the state of Amazonas, where the popula- 
tion is 49 percent indigenous, indigenous parties 
are major players. In 2005 the United Multiethnic 
People of Amazonas won two of the state's sev- 
en mayoral offices and, as a result of an alliance 
with Chávez's Fifth Republic Movement, sent an 
Amazonian indigenous leader to the National As- 
sembly (as an alternate). A rival party, the United 
Movement of Indigenous Peoples, also won a seat 
in the National Assembly representing Amazonas. 
Indigenous organizations control an additional 
three seats in the assembly's designated indig- 
enous district. 

With support from Chávez's congressional co- 
alition, indigenous movements in 2006 secured 
the approval of an Organic Law of Indigenous 
Peoples and Communities, as well as a munici- 
pal government law establishing the "indigenous 
municipalities" that were envisioned in the 1999 
constitution. (Venezuela's 
constitution is Latin America's 
most progressive with respect 
to indigenous rights, at least 
until Bolivias new constitu- 
tion takes effect.) Chávez also 
expelled from the country 
conservative US missionary 
groups that had exploited indigenous communi- 
ties and denigrated their cultures. 

The presidents hostility toward the United 
States partially protects Amazonian Indians from 
incursions by multinational corporations. Never- 
theless, indigenous rights activists complain that 
many indigenous constitutional rights have yet to 
be implemented and that Chávez's policies often 
fail to protect human rights or take into account 
indigenous communities cultural sensitivities. 
Moreover, as in Colombia, the militarization of 
border areas facilitates the violation of ooe 
human rights by soldiers. 


MORE RETRENCHMENT THAN PROGRESS 

In some Latin American countries, the politi- 
cal influence of indigenous movements may have 
peaked. Although isolated victories do occur—in 
November 2008 a remote Paraguayan tribe won 
a court ruling that stopped Brazilian companies 
from bulldozing its land—contemporary indig- 
enous politics is marked more by retrenchment 


than by progress. Indigenous parties, having 
failed to meet the (perhaps unrealistic) expecta- 
tions of indigenous and non-indigenous voters, 
in most countries find their support leveling off 
or decreasing. 


The decline of ethnically defined parties may 


have an upside from a democratic standpoint: The 
incorporation of indigenous candidates and con- 
cerns into multiethnic parties is an indicator of 
political incorporation, provided that indigenous 
representatives are not co-opted or subordinated 
to mestizo leaders. Át the moment, however, in- 
digenous parties may be best able to impose con- 
ditions that hold representatives accountable to 
indigenous voters. Thus they continue to perform 
a vital representative function. 

Indigenous organizations today face the chal- 
lenge of maintaining their role ‘as independent 
social movements while assuming elected and ap- 
pointed offices and representing diverse constitu- 
encies. To reestablish their democratic credentials, 
they must do more to facilitate the formal political 
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participation of women, who often remain relegat- 
ed to auxiliary roles. They must promote greater 
internal pluralism and avoid resorting to violence 
against dissidents and opponents. To maintain 
the momentum achieved in the 1990s, the region’s 
indigenous peoples’ movements will also have to 


_ reassess the political environment, heal internal 


divisions over leadership and ideology, and for- 
mulate a coherent strategy for the future. 
Although indigenous peoples will likely gain 
greater constitutional rights in Bolivia this year, 
they are struggling elsewhere to implement 
rights gained on paper a decade ago, particu- 
larly rights concerning control of territory and 
natural resources. These are violated routinely 
in even the most hospitable legal and political 
contexts. Enforcing such rights may be the most 
daunting challenge facing the region’s indig- 
enous peoples—particularly now, when Latin 
American publics may view exploiting natural 
resources as their best response to the ongoing 
economic crisis. | 
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A Way Forward for Hemispheric Trade 


ERIC FARNSWORTH 


ob creation in the formal economy is arguably 

Latin America’s most pressing development 

need, particularly during troubled econom- 
ic times. For this, healthy trade and investment 
flows are essential. And yet, the existing model of 
hemispheric trade expansion has reached a point 
of diminishing returns. This is why a new path 
forward must be found. | 

The existing US trade strategy—competitive lib- 
eralization—was conceived early in, the Bush ad- 
ministration's tenure as a way to advance the trade 
agenda once it became clear that a hemispheric 
consensus on trade no longer prevailed. Support- 
ers of the strategy, which involves striking trade 
agreements with willing hemispheric partners 
on a bilateral or subregional basis, argued that it 
would allow the United States to stitch together 
a virtual hemisphere-wide free trade area while 
putting pressure on nations such as Brazil (which 
has been reluctant to conclude a comprehensive 
hemispheric trade agreement absent progress on 
agriculture subsidies) to come to the table or risk 
being left behind. 

Indeed, if and when agreements with Colombia 
and Panama are concluded, the United States will 
have completed trade pacts with nations represent- 
ing some 55 percent of the hemisphere's GDP (ex- 
cluding the United States) and covering almost 90 
percent of total US trade with the hemisphere. That 
represents concrete progress both on commercial 
and foreign policy grounds, and is a basis on which 
to build a broader hemispheric trade agenda. 

Nonetheless, it was also clear from the begin- 
ning that competitive liberalization would take us 
only so far. Potential problems were readily appar- 
ent. Individual US agreements with hemispheric 
nations differ in their tariff schedules, product 
coverage, and other provisions. Nations including 
Canada, Chile, Colombia, Mexico, and Peru, no 
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an 


longer bound by the idea of forging a comprehen- 
sive, single hemispheric trade pact, have moved ag- 
gressively to conclude their own agreements with 
each other and with third countries—agreements 
that put the United States at a commercial disad- 
vantage because it is not a party to them. 

Án expanding web of distinct trade agreements 
has now created a so-called spaghetti-bowl dilem- 
ma in the hemisphere. Commercial relationships, 
in an. age, when global competitiveness requires 
global production platforms and supply chain 
efficiencies, are in some cases more complicated 
than ever. 


LEAVING OUT BRAZIL 

Át the same time, a strategy explicitly or im- 
plicitly designed to isolate Brazil on hemispheric 
trade has predictably backfired. Brazil has refused 
to be cornered, leaving an agreement with Latin 
America’s largest economy—the main interest 
of the private sector—off the table. This point is 
worth emphasizing, because as a practical matter 
it has required more political capital to get each 
successive trade agreement through Congress, a 
situation worsened by reduced private sector in- 
terest in each individual agreement, given the 
comparatively small commercial stakes involved. 

Consider, for example, the amount of private 
sector lobbying heft that was expended on per- 
manent normal trade status for China, or that was 
ready to be deployed to advance a hemisphere- 
wide Free Trade Area of the Americas, versus that 
deployed for smaller trade agreements such as 
those with Central America and the Dominican 
Republic, or the pending agreements with Colom- 
bia and Panama. For the former, CEOs and mem- 
bers of corporate boards personally lobbied as a 
priority; for the latter, government relations pro- 
fessionals and trade associations carried most of 
the load. When the hemispheric trade agenda was 
sliced and then diced into smaller, more digestible 
parts, excluding the largest regional economy, the 
private sector lost a certain amount of interest and 
ramped up its efforts elsewhere. 


Finally, competitive liberalization was bound 
to run aground eventually because of the finite 
number of willing trade partners in the Americas. 
Simply put, there just are not that many additional 
hemispheric nations lining up for free trade deals 
with the United States. The reasons for this are 
complex and varied. E: 

Brazil in particular has objected to the fact that 
US agriculture subsidies are not open to negotia- 
tion in the hemispheric context (they are.part of 
the Doha Development Round of negotiations at 
the World Trade Organization). At the same time, 
by effectively slowing down the timetable for 
broader hemispheric trade expansion, Brazil has 
been able to build its own political and economic 
influence in the region, a long-sought goal. As a 
consequence, any negotiation on hemispheric 
trade, if and when it comes, could be between the 
United States and Brazil as the leaders of roughly 
equal trade blocs. 

In addition, the politics of Latin America has 
changed dramatically in the past decade. Thus a 
number of nations, including Argentina, Bolivia, 
Ecuador, and Venezuela, 
have little interest at this 
point anyway in joining a 
trade grouping that they 
see as US-led, or even one 
that includes the United 
States. In part, this view 
may honestly reflect popu- 
list leaders' ideological rejection of the prevailing 
trade and investment models. But politics is the 
dominant motivation. "Venezuela, for example, 
has little difficulty trading with the United States 
when it suits its economic purposes. And Bolivia 
and Ecuador have both sent delegations to Wash- 
ington in recent months to ask for an extension of 
US trade preferences. 

Nonetheless, since it takes two to tango, the 
reality is that, looking forward, a new course for 
trade expansion must be pursued. 


THE VITAL TOOL 

With roughly 40 percent of the region's popula- 
tion continuing to live in poverty, the need for a 
broad hemispheric growth agenda is critical, even 
more so during the current time of economic un- 
certainty and stress. Trade is no panacea, nor is 
trade sufficient in and of itself to produce prosper- 
ity. Nobody suggests that it is, despite the over- 
heated rhetoric of the more bombastic critics. But 
it is a vital tool—alongside enlightened domestic 





Ihe existing model of hemispheric 
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policies on education and innovation, workforce 
development, labor codes, rule of law, and invest- 
ment climate reforms—to help address the press- 
ing development challenges facing the region. 
Trade expansion seen in this light offers the best 
means for linking the hemisphere to the global 
economy while encouraging the reforms neces- 
sary to build hemispheric.competitiveness. 

. Even so, following the November election re- 
sults in the United States, a number of observers 
on both sides of the trade debate have pronounced 
last rites on the US trade agenda in the Americas. 
To the cheers of trade opponents, these observers 
assert that there is little political appetite for fur- 
ther trade expansion efforts, that the Doha Round 
of global trade talks is far from completion, that 
pending free trade agreements including those 
with Colombia and Panama are unlikely to pass, 
and that even existing trade pacts, including the 
North American Free Trade Agreement (NAFTA), 
are subject to review and face possible renegotia- 
tion. At best, they say, other non-trade priorities 
will predominate. In the trade community, some 
go further, arguing that the 
greatest need of the mo- 
ment is to fight looming 
protectionism and trade 
contraction, rather than to 
promote trade expansion. 

The political climate is 
indeed difficult. Still, freer 
trade and increased foreign direct and domestic 
investment provide a vital means not only for pro- 
moting regional development but also for encour- 
aging and underwriting political, economic, and 
social reforms. As part of a renewed emphasis on 
the Americas, the trade agenda could build hemi- 
spheric development while promoting US econom- . 
ic and foreign policy interests at the same time. 

What to do? In the first place, the agreements 
with Colombia and Panama would need to be 
passed, and NAFTA reaffirmed, for the United 
States to maintain the credibility required to 
lead an effort on hemispheric trade expansion. 
Since trade expansion cannot occur in a vacu- 
um, a new spirit of goodwill and mutual interest 
must also be established that will build a posi- 
tive atmosphere within which specific policies 
can be pursued. Early, unilateral steps should be 
considered by the new US administration, among 
them: support for additional efforts to reduce the 
effects of the global financial crisis; a softening of 
the most punitive measures targeting Cuba, in- 
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cluding restrictions on visits, exchanges, and re- 
mittances; and the naming of a special envoy for 
the Americas well in advance of the April Sum- 
mit of the Americas in Trinidad and Tobago. 

Second, near-term trade facilitation measures 
would keep the agenda moving while sidestep- 
ping the largest potential political difficulties. In- 
creased technical assistance for countries in the 
region is warranted. Within existing frameworks, 
trade liberalization should also be advanced in 
areas that support a broader hemispheric agenda, 
including green technologies, alternative energy, 
education services, and customs reforms. 

Consideration should also be given to certain 
promising efforts begun at the end of the Bush ad- 
ministration, including negotiations to enter the 
Trans-Pacific Strategic Economic Partnership, one 
of the most exciting frameworks for trade expan- 
sion that currently exists. Given the dynamism of 
Asia and much of South America’s West Coast, US 
engagement to promote the pan-Pacific trade and 
investment agenda would be a force multiplier, 
both for US commercial and policy interests and 
for broad-based Latin American development. It 
would also begin to build a broader hemispheric 
trade agenda, potentially attracting nations like 
Brazil (which sees huge opportunity in Asia) to 
participate fully. 

What is needed now is a discussion to frame 
convergence among all these agreements and ini- 
tiatives, and a road map on how to get there. One 
useful place to begin would be to push hard for 
the harmonization of rules of origin contained 


in existing US agreements with Latin American 
countries and Canada. Pathways to Prosperity, 
launched in September 2008 at the Americas So- 
ciety in New York, would be one vehicle to con- 
sider for this purpose. The Pathways initiative 
seeks to bring together existing and potential 
hemispheric trade agreements into a more cohe- 
sive approach, while working at the same time to 
build the broader development agenda: Over the 
longer term, a reevaluation of agriculture policies, 
perhaps linked to a new strategy on energy and 
climate change, would also be required. 


AVENUES FOR DEVELOPMENT 

For the most part this is not sexy or headline- 
grabbing stuff, but it would make a lasting, posi- 
tive impact on the conduct of commerce in the 
Western Hemisphere, leading to expanded trade 
and investment flows and job creation in the for- 
mal economy. And without job creation in the 
formal economy, where workers have access to 
health benefits and state-protected labor rights, it 
is difficult to develop credible avenues for broad- 
based economic development. 

The Free Trade Area of the Americas proved 
too ambitious when it was proposed in the 1990s, 
but it should remain a longer-term goal of US and 
hemispheric leaders. The Doha negotiations are 
important but far from being concluded. In the 
meantime, a new path forward on trade must be 
found in order to support the broader hemispheric 
growth agenda. With the global economy acutely 
troubled, the time to move forward is now. m 





Has the Cuban Moment Arrived? 


WILLIAM W. FINAN JR. 


lenn Greenwald, the blogger turned Salon 
contributor, recently asked the following: 
“Is there any other significant issue in 
American political life, besides Israel, where (a) 
citizens split almost evenly in their views, yet (b) 
the leaders of both parties adopt identical lockstep 
positions which leave half of the citizenry with no 
real voice?" j | 

Yes. Cuba. 

On the question of whether 
the United States should de- 
velop better relations with 
Cuba, Gallup polling has 
shown, since 1999, that more 
than 50 percent of Americans—and in some 
years, more than 60 percent—favor “reestablish- 
ing US diplomatic relations with Cuba.” Neither 
the Democratic nor the Republican Party has ad- 
vocated moving in this direction, however, even 
though majorities of both Democrats and Repub- 
licans polled in the Gallup surveys have called for 
reestablishing relations. | 

Why is there such a disconnect between the ma- 
jor parties and majority opinion regarding Cuba? 
History, tradition, and domestic politics are all at 
Work, but one of the most significant factors in US 
policy toward Cuba—albeit a factor that conspir- 
acy theorists will never acknowledge—is strategy. 
Just as a democratic Israel is seen as a strategic 
asset in the Middle East, so Cuba, as long as it is 
ruled by Fidel Castro’s Communist Party, will be 
seen as a strategic menace in the Caribbean. The 
day another Middle Eastern country is seen as 
more strategically valuable than Israel—lIraq, for 
example—is the day that majority opinion on that 
region will find resonance at the party and gov- 
ernment levels. And the day that the Communist 
Party is dethroned in Havana, the US government 
will adopt a new perspective toward this small is- 
land nation off the coast of Florida. 

And yet, almost two decades after the end of 
the cold war and the demise of the Soviet Union, 


Revolution 
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. The Cuba Wars: Fidel Castro, 
the United States, and the Next 


by Daniel P. Erikson. 
Bloomsbury Press, 2008. 


Qa 


viewing Cuba as a strategic menace to the United 
States requires a suspension of disbelief. Wayne 
Smith, the American official who staffed the US 
interest section in Havana when it first opened in 
1977, has said famously that “Cuba seems to have 
the same effect on American administrations as 
the full moon has on werewolves.” Another offi- 
cial, retired Army Colonel Lar- 
ry Wilkerson (who served as 
an aide to former Secretary of 
State Colin Powell), was even 
more direct: US policy toward 
Cuba is “the dumbest policy on 
the face of the earth.” 

Its stupidity becomes clear when one compares 
what is required of a US citizen who wishes to trav- 
el to Cuba with what is required of one who wishes 
to travel to another country ruled by a communist 
party, the People’s Republic of China. For Ameri- 
cans planning to visit China in 2009, according 
to the State Department website, the rules are as 
follows: “A valid passport and visa are required to 
enter and exit China and must be obtained from 
Chinese Embassies and Consulates before travel- 
ing to China.” With the exception of the visa re- 
quirement, it is like a trip to Britain or France. 

And for Cuba? “The Cuban Assets Control 
Regulations . . . require that persons subject to 
US jurisdiction be licensed in order to engage in 
any travel-related transactions pursuant to travel 
to, from, and within Cuba. Transactions related to 
tourist travel are not licensable. This restriction 
includes tourist travel to Cuba from or through a 
third country such as Mexico or Canada. US law 
enforcement authorities have increased enforce- 
ment of these regulations at US airports and pre- 
clearance facilities in third countries. Travelers 
who fail to comply with Department of Treasury 
regulations could face civil penalties and criminal 
prosecution upon return to the United States." 

It is clear that for the United States, some Lenin- 
ist states are more equal than others. 

"Dumb" may be too kind a word to apply to 
this insane effort to isolate the United States from 
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Cuba, as if the latter were some type of contagion. 
It is a policy that would bring a smile to the face 
of Korean strongman Kim Jong-il, who oversees a 
similar set of regulations ensuring that North Ko- 
reans do not travel freely to South Korea. 


How to make sense of this organized hypoc- . 


risy is at the heart of Daniel Erikson’s The Cuba 
Wars. Erikson, an analyst at the Washington 
think tank Inter-American Dialogue, diligently 
and dispassionately crafts a textured portrait of 
Cuba today in which the country’s drama- and 
tension-filled relationship with the United States 
frames nearly every aspect of economic and po- 
litical life on the island. | 

This does not mean that Erikson rationalizes 
the Castro regime's autocratic tendencies or the 
country's vexing underde- 
velopment, or that he at- 
tributes all of Cuba's ills 
to the United States. His 
analysis of Cuba, and of 
Washington's approach to 
Cuba, is far more sophis- 
ticated and subtle than 
that. He writes intelligently and fluently about 
the personalities, policies, and history of the US- 
Cuba relationship; in doing so, he displays an 
ideal combination of the detached journalist's 
perspective and the scholars intimate knowl- 
edge. He has written the most important book 
on Cuba in a generation. 


LONGING AND LOATHING 

Since the Spanish-American war, when the 
United States “inherited” Cuba and then tried to 
mold it into a democratic republic that would sit 
benignly off the coast of the mainland, a perverse 
paternalism has characterized the relationship be- 
tween Washington and Havana. After Americans 
"freed" Cuba from Spanish tyranny, they "gave" 
Cuba the opportunity to blossom into a respon- 
sible state, yet one that would ultimately be be- 
holden to America. Castro, with his communist 
revolution and close relationship with the Soviet 
Union, repudiated this bequest, creating an au- 


Castro’s Cuba is on the verge of one 
of the most anticipated and dramatic 
political transitions of our time. 


thoritarian, socialist state while mocking and an- 
tagonizing the United States. 

As Erikson deftly shows, America's sense of 
benevolence scorned, combined with its great- 
power desire to secure its borders and neutral- 
ize the nations surrounding it, has long driven 
US policy toward Cuba. A certain punitiveness 
has also been part of the policy, most obviously 
in Washington's rejection of formal diplomatic 
relations (something enjoyed by communist 
China and the former Soviet Union) and in the 
US embargo on the island. This embargo, one of 
the longest lasting in history—it was imposed 
by John F. Kennedy—is also one of the most 
restrictive ever put in place. The sanctions im- 
posed on Saddam Hussein allowed Iraq to pur- 
chase food and medicine; 
for US food and medicine 
to enter Cuba, they must 
be donated. 

The moment bas ar- 
rived, Erikson argues, 
to move away from the 
“longing and loathing” 
that have marked US policy toward Cuba. As he 
puts it: “Castro’s Cuba is on the verge of one of 
the most anticipated and dramatic political tran- 
sitions of our time.” The ailing Fidel Castro has 
resigned as leader. His brother, Raúl, has already 
instituted some liberalization measures, includ- 
ing giving Cubans the right to own cell phones 
(and microwave ovens). In Miami, meanwhile, 
the old guard anti-Castro forces have begun to 
die off or to accept what the younger generation 
of Cuban-Americans believes—that the embargo 
is exactly the wrong way to bring down the com- 
munist regime. 

Barack Obama, during the presidential election 
campaign, called for easing travel restrictions on 
family visits to Cuba. But the new administration 
has before it a chance to show that the United 
States has entered a new era in foreign policy. It 
can show this by terminating the counterproduc- 
tive embargo and beginning the process of ex- 
tending diplomatic relations to Havana. E 
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Energy Resources. ^. | 

Dec. 18—In New York trading, the ptice of a d af oil falls to 
$36.22, the lowest price seen in 4 years and about % of the 
record-high price reached earlier in 2008. The lower prices, 
reflective of a deepening international recession, spell good 
news for consumers in oil-importing nations but present chal- 
lenges to oil-exporting countries. 


Global Economic CHisis ^ "M 

Dec. 9—The World Bank projects that the global economy 
will grow at a rate of only 0.996 in 2009, the slowest growth 
since 1982. In developing countries, growth is projected, CH 
reach 4.596. 


Hunger 

Dec. 9—The UN Food and Agriculture Organization: reports that 
in 2008 the number of people living in hunger increased by 40 
million, bringing the total to about 963 million. Although food 
costs dropped in the 2nd half of 2008 compared to the 1st half, 
they remain higher thari in past hea 
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Israeli-Paléstinian Conflict 


Dec. 19— Hamas, the militant group that holds e inthe Gaza ` 


Strip, declares the end of an unofficial truce with Israel. A num- 
ber of rockets are fired from Gaza into Israel. 

Dec. 27—Israel, saying it cannot tolerate rocket fire from Gaza, ini- 
tiates airstrikes against targets associated with Hamas. More than 
225 people are killed. The next day, Israeli troops mass along 
the border with Gaza in preparation for a ground invasion. 


BANGLADESH ` 


Dec. 30—Election officials announce that the Awami League of for-; 
mer Prime Minister Sheikh Hasina’ and allied parties have won 
263 of the 300 seats in the country’s parliament. The elections, 
the 1st in:7 years, follow 2 years of emergency military rule. 


Observers judge the voting largely free and fair... ;_, ae 


BRAZIL UMP AE ! 
Dec: ] —Environment Minister Carlos Mins announces that Brazil : 
will by 2018 redüce to 2,260 square miles a year the area of its 
rain forest that is cleared. The pledge is intended to-demon- 

strate Brazil's seriousness about contributing to a global climate 
. change strategy. 
Dec. 15—At a summit convened by President Luis Inácio Lula da 
Silva, the leaders of 31 Latin American nations begin a 3-day 


meeting that is notable for its exclusion of the US. 


CHINA 


Dec 10—Government statistics show that Chinas exports in ; 


' November fell 2.2% compared to the same month a year before . 
and that foreign direct investment fell 36.596 on a year-on-year 
basis. The numbers, whose severity surprises economists, reflect : 
worsening global conditions and hold potentially troubling 
implications for Chinas rate of GDP growth. 


"PAKISTAN. MEAS 


CONGO, ‘DEMOCRATIC REPUBLIC j 

Dec. 14— The militaries cf Congo, Uganda, and Sudan bein an 
offensive intended to drive the. Lord’ Resistance Army of Joseph 
Kony out of, Congo and into, Uganda, with the eventual aim of 
forcing him to sign a peace agreement. The UN reports 15 days 
: later that Konys forces, fleeing the offensive, have massacred, 
nearly 200 Congolese in several villages. 
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ECUADOR 

Dec. 12— By failing to make an interest payment of $31 million, 
Ecuador defaults on national debt of over $10 billion. The 
nation’s finances have suffered as petroleum prices have tumbled 
and Ecuadorians por SRS Mica have : sent less money home. 


GHANA | | | 

Dec. 28—In a runoff Sides election, Johri Atta Mills of the 
National Democratic Congress defeats Nana Akufo-Addo of the 
New Patriotic Party, gaining just over 5096 of the vote. Ghana i is 
lof Africas most stable, successful democracies. T 3 


GREECE 


Dec. 6—Police in Athens kill a teenage boy, sparking disturbances 
- that continue throughout. the month. Rioters—who throw 


- 7. rocks, overturn cars;.and smash windows—-are outraged by t the : 


' boys killing but also by econoinic conditions and | by corruption 
in government. l 
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GUINEA 

Dec. 22—President’Lansana Conté dies after ruling his country 
autocratically for 24 years: Power is seized over coming days by: 
junior military officers. They install as president Moussa Dadis 
Camara and pledge to hold elections within 2 years. 
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Dec. 1 1—A suicide bomber ues a restaurant in Kirkuk «ms 
Sunnis and Kurds are conducting a meeting aimed at reducing | 
tension between the 2 groups.'At-least 48 die. The bombing, 
along with other prominent terrorist acts throughout the month; 


, emphasizes that Iraqi security, though substantially better than a 


year, ago, remains DOSE. 
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Dec 11—Evidently acting under pressure from the US Department 
of State, Pakistan places'under house arrest: Hafiz Muhammad 
Saeed, founder of the militant group Lashkar-e-Taiba. Indian 
officials believe the grcup ‘was responsible for the November ter- 
ror assault on Mumbai in which nearly 200 people were killed. - 

Dec. 26—The government begins deploying thousands of addi- - i 
tional troops to the countrys.border with India. Some of the 

' troops are shifted from Pakistan's border with Afghanistan and 
nearby tribal areas, where’ they had'been deployed to counter 
Taliban and Al Qaeda insurgents. Throughout the month, ten- . 
sions run high between India and Pakistan. 


RUSSIA ' 

Dec. 31—Officials répresenting Gazprom, the Russian natural gas 
monopoly, announce that the company will cut off supplies to 
- Ukraine on Jan: 1, putatively because-of'a price dispute. A cutoff 
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would be felt beyond Ukraine, since 80% of the gas that Russia 


provides to Europe flows through Ukraine. 


SOMALIA | 

Dec. 29— President Abdullahi Yusuf Ahmed, head of Somalia 
nearly powerless transitional government, resigns. Yusuf has a 
reputation for corruption and for favoring his clan over others, 
and his resignation is universally welcomed. Somalias prospects 
for security, however, appear bleaker than ever, as the Islamist 
militants who control most of the country have begun to fight 
among themselves and the Ethiopian troops who have been 
stationed in the country since 2006 are apparently on the verge 
of withdrawing. 


THAILAND 

Dec. 3—Allegedly because of fraud committed during December 
2007 elections, the nation's Constitutional Court dissolves the 
People Power Party of Prime Minister Somchai Wongsawat 
and bars Somchai from politics for 5 years. Protesters had for 
months attempted to bring down the Somchai government, 
most recently by occupying Bangkok’ airports. A similar com- 
bination of public protests and legal maneuvers brought down 
Somchai’s predecessor, Samak Sundaravej, in September.. 

Dec. 15—The parliament elects as prime minister the Democrat 
Partys Abhisit Vejjajiva, whose main support derives from the 
business sector and the urban middle class. 


FROM THE ARCHIVES 


UNITED STATES 

Dec. 1—The National Bureau of Economic Research, an indepen- 
dent entity, announces that the US economy has been in reces- 
sion since December 2007. By the bureau's calculations, the 
current recession is already longer than the average US recession 
in the post-World War II era. 

Dec. 5—The Bureau of Labor Statistics reports that the US 
economy lost more than 530,000 jobs in November, the larges 
monthly job loss since 1974. ' 

Dec. 16—The Federal Reserve Bank cuts its benchmark interest 
rate to a range between 096 and 0.2596. The Fed announces 
that, in order to improve credit flows and avoid a deeper reces- 
sion, it will lend financial institutions and businesses as much 
money as necessary, printing money as required. 

Dec. 19—President George W. Bush announces a $13.4 billion 
emergency loan package for General Motors and Chrysler, 2 of 
Detroits Big 3 automakers. The money will be provided from 
funds previously approved by Congress for stabilization of the 
financial sector. The bailout is seen as a measure to keep the 
companies afloat until Barack Obama can take further action 
after he becomes president January 20. 


ZIMBABWE 

Dec. 29—The World Health Organization reports that a cholera 
epidemic under way since August has infected more than 
29,000 people and killed more than 1,500. The country’s ongo- 
ing political turmoil and its ravaged economy have contributed 
to the outbreak. E 


What Current History authors were saying... 


5 years ago 


NAFTA has not been the win-win 
situation some of its supporters said 
it would be. Nor has it been the catas- 
trophe its critics predicted. NAFTA 
has, however, definitely linked Mex- 
ico’s economy ever more closely to 
the United States, causing Mexico to 
become much more dependent on the 
American economy’s health. Increased 
economic integration-has, predictably, 
expanded international trade, but it has 
not led to improved standards of living 
in Mexico. 


JORGE G. CASTANEDA 
NAFTA at 10: A Plus or a Minus? 
February 2004 


. 10 years ago 


The violence in Colombia is not 
attributable to the kinds of intense 
ethnic and tribal conflicts that have 
consumed so many other countries 
since the cold war's end. It is instead 
the product of the intersection of three 
distinct tendencies: the crucial political 
role of violence, the development of the 
criminal drug economy, and the weak- 
ening of the state's capacity and effec- 
tiveness. 


MICHAEL SHIFTER 
Colombia at War 
March 1999 
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WE ARE LIVING, without fully realizing it, in an 
age of migration—the number of migrants cross- 
ing national borders has more than doubled in just 
25 years. Immigrants tend to be hard working and 
entrepreneurial. Indeed, global migrations histori- 
cally have built nations, spurred economic growth, 
and enriched cultures. Yet vast movements of peo- 
ple pose challenges as well. Immigrants often are 
exploited. Assimilation in destination countries is 
fraught. And migrations can drain origin countries 
of critical skills. April’s Current History, a special 
issue, will explore these and other undercurrents 
of contemporary migrations. Topics scheduled to 
appear include: 


* A World of Migrants 
Khalid Koser, Geneva Center for Security Policy 


* Immigration and Globalization 
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No Time for a Time-out in TN edt E N EET RES Stn Suo 
A global recession deepens, America has a new administration, and European publics' faith in 
their institutions is fading. Is this not the time to renew the Atlantic alliance and reinvigorate 
European integration? ane 


The Dogs That Didn't Bark: The EU and the Financial Crisis. . . .. . . .. . Daniel Gros 


Europeans have managed to stabilize their banking systems. But their response to the economic 


“emergency, because it was left to national governments, has proved flawed and inefficient. 


Converging at the Center in Britain baa a Lion a O Rus janet Cronin 


In Gordon Browns Britain a political and social consensus s has settled into place—a legacy of New 
Laber policies A Tory government would do little to change it.. 


Spain Remade, Again ... cereis Omar G Encarnación 


The Socialist government that came to power after terrorists struck Madrid in 2004 has boldly 
resháped politics and society while revealing hidden strengths of Spanish democracy. 


Detours on the Balkan Road to EU Integration ................. Lenard J. Cohen | 


Stubborn impediments to democratic consolidation and economic reform in the western Balkans 
threaten to revive old frictions aiid delay incorporation into European institutions. 


Can Europe Catalyze Climate Action? ................... Lees. [ Jason Anderson - 


‘The EU has been a climate policy leader—introducing, for instance, a cap-and-trade system to cut ' 


carbon emissions. Now can it help broker a global follow-up to the Kyoto accord? 
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Lower oil prices and a new administration i in Washington could help soften the Kremlin assertive- 
ness and thaw relations between Russia and Europe. ` 
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A new book details the costs borne by civilians in countries liberated from German occupation at the 
end of World War II. The author explains why vindictiveness and revenge did not prevail thereafter. 
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_ “Twenty years after the end of the cold war, expectations run high on both sides of the Atlantic 
for another renewal of the Atlantic alliance and a relaunching of European integration.” 


No Time for a Time-out in Europe 


SIMON SERFATY 


ld Europe died in August 1914, when an un- 

necessary regional war was so profoundly 

mismanaged that it turned into a suicidal 
30-year conflict that engulfed and transformed 
the world. When the time came at last for a new 
Europe to be born, the driving force was a com- 
mon appreciation of shared failures, rather than 
a shared vision of a common future. After 1945, 
Europe’s farewell to the past launched a process 
whose destination could not be imagined even by 
its initiators—not at least until much later when, 
arguably, the process could no longer be reversed. 

Today Europeans can reflect with much satis- 
faction on the achievements of the past decades. 
Their continent has come a long way. But there 
is still a long way to go, and the path forward is 
not clear. A flickering public will to proceed to- 
ward Europe’s institutional “finality” will not be 
rekindled without a renewed understanding of 
what “Europe” is, a credible faith in what it does, 
and a verifiable demonstration of its ability to 
provide convincingly and expeditiously for citi- 
zens’ needs. At issue is leadership, and looming 
ahead are tests of vision, will, and efficacy. How 
these challenges are met not only will define Eu- 
rope; they will determine whether Europe has a 
future as the European Union that it needs to be 
if it is to assert its weight in the world. 

Long after the cold war, Americans also can re- 
flect with satisfaction on the achievements of the 
past decades with regard to Europe. On a growing 
number of issues, US relations with the EU matter 
more than do bilateral relations between the Unit- 


SIMON SERFATY, a professor of US foreign policy at Old Domin- 
ion University, is a senior analyst at the Center for Strategic 
and International Studies. His most recent book is Architects 
of Delusion: Europe, America, and the Iraq War (University 
of Pennsylvania Press, 2008). 


An 


ed States and any of the union’s members. And bi- 
lateral relations now draw much of their relevance 
from EU members’ ability to represent the union to 
which they belong. However, with such satisfaction 
also comes a bit of apprehension. Much remains to 
be done on the path to an enduring arrangement 
for Euro-Atlantic consultation and multilateral ac- 
tion, especially in a security environment trans- 
formed by the end of the cold war and the advent 
of the “war on terror.” 


HIGH EXPECTATIONS 

In 2009, 20 years after the end of the cold war, 
expectations run high on both sides of the Atlan- 
tic for another renewal of the Atlantic alliance and 
a relaunching of European integration. Earlier 
fears that either effort might be on the brink of 
collapse have receded. 

Still, there is no room for complacency. With 
citizens everywhere oblivious to the past achieve- 
ments and future needs of both endeavors—and, 
most immediately, under demanding conditions 
of growing economic distress—renewing the alli- 
ance and the European project will require noth- 
ing less than a refounding of the ideas and ide- 
als that sustained both aspirations after 1945 and 
throughout the cold war. This will need to be ac- 
complished not just when it comes to facts, such 
as membership and capabilities, but also when it 
comes to feelings (which motivate members to 
contribute to and use those capabilities). 

One can identify three core principles that 
were demonstrated anew during the recent Euro- 
Atlantic and intra-European crisis over the Iraq 
War, and that will need to be emphasized now 
on both sides of the Atlantic. First, no one coun- 
try alone, however peerless or whatever its self- 
image, can remain for long a country without al- 
lies and privileged partners. This is equally true 
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of the United States within the Atlantic alliance 
and of any European state within the union. 

Second, no head of state or government, how- 
ever capable, charismatic, or hyperactive, can 
alone provide the leadership needed to face the 
daunting and urgent agenda that Europeans and 
Americans confront. Exercises in “co-leadership” 
must therefore be broad and collective; otherwise, 
in the union as well as in the alliance, such leader- 
ship will lack the legitimacy needed to last. This 
is as true in 2009, for a new American president 
who has seduced Europe on the basis of who he is, 
as it was in 2008 for a new French president who 
reassured America with what he did. 

And third, no one institution, however cohe- 
sive and powerful, can by itself manage the issues 
in security, economics, finance, the environment, 
and society that characterize an increasingly glo- 
balized world. This means that a Euro-Atlantic 
partnership organized around the EU and NATO 
can at best operate as a facilitator rather than as 
the executor of the policies favored by these in- 
stitutions’ members. The partnership must work 
with other, more widely representative multilat- 
eral organizations. 


STILL WAITING FOR EUROPE 


For Europe to matter—to its members, to the 
United States, and in the world—it must act as 
a union. During the debate over the Iraq War, 
neither Prime Minister Tony Blair nor President 
Jacques Chirac was heard across the Atlantic— 
the former speaking in his traditional British 
follower’s voice and the latter in the predictable 
voice of French discontent. For either to gain the 
stature that each lacked separately would have 
required that they act together, and in the name 
of the EU. Short of that, Blair could not be the 
counterpart that America needed and Chirac 
could not represent the counterweight that he 
aspired to be. 

Now, as a multipolar normalcy gradually emerg- 
es across the globe, the success of Europe’s ambi- 
tion to be among the world’s primary poles of pow- 
er and influence still depends on the ability of EU 
members to agree on the mechanisms that—with 
decisive economic, political, and security input 
from the United States—will bring finality to the 
process that Europe started after World War II. 

The time for renewed commitment is hardly 
premature. Thirty-five years ago, under emerging 
global conditions of “détente” and “normaliza- 
tion,” the United States called for 1973 to become 


"the year of Europe"—a year when the allies 
would join the United States in “a fresh act of cre- 
ation .. . equal to that undertaken by the postwar 
generation of leaders.” That call remains unan- 
swered: a matter of insufficient political will. 

Twenty years later, in 1993, with the cold war 
over and the Soviet Union disintegrated, Europe 
formed an expectation of its own that “the hour 
of Europe” had come—that is, a time at which an 
emerging union would take care of its own secu- 
rity business, beginning with the Balkans. This 
expectation also proved to be misguided: a matter 
of inadequate military capabilities. 

One American presidency later, the events of 
September 11, 2001, prompted a short-lived dis- 
course on European unity and transatlantic soli- 
darity. But 9/11 and its aftermath proved conducive 
for little else—other than self-defeating divisions 
between European states that were “willing” and 
others that were reluctant to follow American lead- 
ership: a matter of distorted vision. 

Now, at long last, would the departure of 
George W. Bush (who in postwar Europe had 
been the least-liked US president) and the arrival 
of Barack Obama (whom Europe turned into an 
American icon long before his inauguration) fi- 
nally usher in an era of global leadership for the 
new Europe? 


A BURST OF ENERGY 

In the context of such expectations, France’s 
hyperactive EU presidency during the latter half 
of 2008 was notable. Under French leadership, the 
EU took a lead role in trying to end Russia’s war in 
Georgia in late summer, and in the fall managed a 
constructive response to the global financial cri- 
sis, including a Group of 20 summit meeting in 
Washington that was convened mostly as a Euro- 
pean initiative. Late in the year, France’s presi- 
dential term ended with credible EU decisions on 
climate change and energy, audacious proposals 
on EU security strategy and nuclear disarmament, 
and a meritorious attempt to moderate the brutal 
Israeli offensive in Gaza. 

All these areas were of recognized interest to 
the outgoing and incoming US administrations, 
and Washington showed an unprecedented accep- 
tance of Europe’s lead role. On the other hand, Eu- 
rope did come in for some occasional, predictable 
criticism. The French-led EU stodd mildly accused 
of appeasement because it did not achieve the 
withdrawal of Russian forces from Georgian terri- 
tory in August; of inflated expectations, regarding 


the G-20’s November meeting on the economic 
crisis; of excessive timidity, after the December 
EU summit made self-defeating concessions to Po- 
land, Germany, and others on climate change; of 
articulating deceptive goals, when the EU issued 
calls for nuclear disarmament that made no room 
for a global zero option; and of ineffectuality, giv- 
en the meager results of an allegedly tepid attempt 
to establish a cease-fire in Gaza. 

Whether Europe’s bid for global co-leadership 
can be sustained in and beyond 2009 is question- 
able. Indeed, doubts about leadership continue to 
afflict the continent: The permissive consensus 
that conditioned the growth and enlargement of 
the European institutions is now long gone, and 
new populist pressures challenge these institu- 
tions more sharply than ever. Meanwhile, reces- 
sion is spreading and deepening across the EU. 
Member states are increasingly divided over the 
most effective strategy to counter the downturn. 
And Germans in particular are reluctant to fol- 
low French and British leadership to which they 
are not accustomed and of | 
which Chancellor Angela 
Merkel is openly critical. 

Neither Europe nor the 
Atlantic alliance can afford . 
Germany's marginalization. 
Without Germany's commit- 
ment, Europe can be neither 
a counterweight to nor a 
counterpart with America; it risks instead becom- 
ing counterfeit. Likewise, absent the Germans, 
the alliance loses its credibility as America's se- 
curity institution of choice. Europe's intention to 
develop capabilities commensurate with its influ- 
ence and renewed ambitions would fade for lack 
of credibility as well. | 


UPDATING THE IDEA OF EUROPE 

More than 50 years after the Rome Treaties laid 
the groundwork for the union, the postwar idea of 
Europe has lost much of its relevance, as fears of 
war have receded and affluence has spread across 
borders. Paradoxically, it is at a time when Europe- 
ans have never been so much alike that they seem 
most eager to reclaim their national particularities. 
Ás each new member state since 1973 has made the 
unions restrictive institutional cage more crowded, 
all members have longed for the sovereign space 
that they used to enjoy whenever they were not busy 
fighting to protect it. In short, there is too much pol- 
icy coming out of the union to suit the politics of 





In the new Europe, prosperity is 
no more divisible than security, 
and to wait passively for 
US recovery is not a policy. 
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its members—too much leadership from the former 
and too much resistance from the latter. 

In and beyond 2009, therefore, a relaunch of 
the EU's institutions will not succeed unless the 
European idea is updated. To help generate anew 
the needed public support, a touch of charisma 
and a bit of symbolism would help—beginning in 
Brussels, where European elections this year are 
unlikely to strengthen a European Commission 
that was significantly weakened by the assertive 
and even domineering French presidency. The 
current Czech presidency, restrained by one of the 
most Euroskeptical publics among all 27 member 
countries, can hardly be expected to match its 
predecessor's activism during its six-month term. 
Afterwards, the presidency will fall to Sweden, 
one of the few EU members that is not a member 
of NATO as well. 

Admittedly, the reorganization of European 
institutions—and the rethinking of the ideas on 
which these institutions are based—call for more 
than symbolic attempts at creating a more coher- 

ent European identity. There 
needs to bea sense of identity 
and purpose around which 
the citizens of Europe might 
agree to rally without a pro- 
longed philosophical debate. 
But citizens also need re- 
sults, especially concerning © 
' issues that cannot effectively 
be tackled by national governments. 

These begin with traditional economic issues 
that remain people's foremost concern when con- 
ditions harden, including most urgently jobs and 
job security. But they also include related issues 
of immigration, which affect Europeans' sense of 
identity and their perceptions of security. Unless 
results in these areas become more evident, the 
citizens of individual member states will not em- 
brace any new vision of a more integrated union, 
nor will they regain their will for more solidarity 
within the union. 

In recent years, results from European poli- 
cies have not only been poorly explained—they 
have in fact been missing. “Europe” has often 
failed to deliver the achievements that new ini- 
tiatives were supposed to offer. This was true 
at the launch of the single market, of the single 
currency, and even of the European Security and 
Defense Policy. This problem has made it tempt- 
ing for national leaders to exploit “Europe” as an 
excuse for their own failings. 
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In sum, Europe can no longer be measured just 
in terms of what it says regarding a never-ending 
series of “projects.” It must also be judged on the 
basis of what it does over a narrower range of sig- 
nificant issues that beg for common responses. 


WHAT THE EU MUST DO 


Four issues are especially important when it 
comes to the EU’s dual need to say what it in- 
tends to do but also to do effectively what it says 
it will. 

First, although it was correct to let the so- 
called constitutional treaty die in 2007, it is im- 
perative to keep alive the Reform Treaty adopted 
in Lisbon the following year, with final ratifica- 
tion no later than January 1, 2010. New negotia- 
tions to address the concerns of Ireland—which 
is expected to hold another referendum in the 
fall of 2009 after that country’s voters rejected 
the treaty last year—would raise questions of 
institutional credibility. A compromised treaty 
would raise echoes of the League of Nations, 
which presided over the col- 
lapse of the European security 
order in the twentieth century, 
when what is needed is a Eu- 
ropean order for the twenty- 
first century. ) 

The merit of the Reform 
Treaty is that it salvages the key 
elements of the defunct constitutional treaty. This 
preserves the democratic legitimacy of the earlier 
treaty’s ratification process for the sixteen coun- 
tries that had already approved it when two coun- 
tries—one large, one small—rejected it (and when 
seven countries had not yet made their decisions). 

More to the point, much in the Reform Treaty 
is indispensable: to Europe’s capacity to assert 
itseli—including a slimmed-down European 
Commission, new voting rules for the European 
Council, a “foreign minister,” and the end of the 
six-month rotating presidency. In all these in- 
stances, the goal is to enable the EU to carry out 
a dialogue with the rest of the world, including 
the United States, with a single voice. Lacking 
such reforms, too much confusion will flow from 
the EU’s various bodies and member states. 

It is understood that member states cannot 
speak with a single voice when they disagree. That 
no such voice can be heard even when agreement 
exists is what needs to be corrected. Only when 
the collective will of the EU is expressed in a com- 
mon voice will the world listen to the union with 


Neither Europe nor the 
Atlantic alliance can afford 
Germany’s marginalization. 


an interest commensurate to Europe’s power, in- 
fluence, and salience. 

Second, in the midst of the dramatic global fi- 
nancial crisis that erupted in late 2008, and amid 
what may be the deepest and longest recession in 
Europe since the union was established, a frag- 
mented, state-by-state approach will not suffice. 
Admittedly, new initiatives with regard to em- 
ployment, growth, economic competitiveness, 
and financial stability are likely to remain for the 
most part the responsibility of each member state 
(unless conditions someday permit a final shift to 
community-wide directives whose one-size-fits- 
all approaches might be equally suitable for all). 

But even while each member state preserves na- 
tional ownership of the reforms and initiatives that 
it deems economically desirable and politically pos- 
sible, the European Commission can encourage and 
coordinate exchanges among members, formulate 
plans of its own, and propose selective benchmark- 
ing and best practices. The commission could, for 
example, promote certain EU members’ approaches 
that seek to reconcile the need 
for adapting to globalization 
with a national predilection for 
retaining the state’s social com- 
mitments. 

Most urgently, the EU will 
need to overcome the reluctance 
of some of its members, includ- 
ing Germany, to agree to, and expeditiously enforce, 
a union-wide stimulus package that responds to the 
needs of various member states and reflects the col- 
lective size of their economies. In the new Europe, 
prosperity is no more divisible than security, and to 
wait passively for US recovery is not a policy. 

More profoundly, the time to engage in a long- 
delayed discussion on economic union is coming. 
Of course the very crisis conditions that call for 
such a discussion also make EU members reluc- 
tant to initiate it, in light of potentially insur- 
mountable domestic objections. But the discus- 
sion must go forward nonetheless, pending the 
recasting of the Merkel coalition government af- 
ter the German election of September 2009, and 
possibly the next elections in Britain as well (no 
later than May 2010). 


FLEXIBLE INTEGRATION 

Third, in the context both of institutional gov- 
ernance and economic union, the case for flexible 
integration remains compelling. European inte- 
gration has always moved at various speeds, and 


partial communities have been created within the 
emerging community. In the past, however, an un- 
written assumption was that every member state 
would ultimately share every aspect of EU life even 
if at first it did not, or could not, adopt each new 
EU initiative and all of the acquis. 

Freer trade until it is entirely free; progressive 
regulatory convergence; increasing cooperation 
on internal security; foreign policy convergence— 
these are some possible benchmarks for gauging 
a state’s ability to embrace much of the EU-order 
while, on grounds of capability and relevance, re- 
maining outside EU institutions or only EE 
institutions one piece at a time. | 

Extending a sense of institutional identity to 
neighboring countries that are not members yet, 
or will not be members any time soon, could be 
accomplished by granting observer status in the 
Committee of Permanent Representatives. Even 
ad hoc- participation in the Council of Ministers 
could be allowed. when it comes to issues re- 
garding which certain states have particular rel- 
evance.or interest. Such an arrangement might 
not be satisfactory to: all, but to pretend that. a 
new round of enlargement is imminent is sim- 
ply not compatible with the current state of thé 
union and the will of its members. 
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A fundamental.belief that has prevailed ever 
since the launch of the European Communities is 
that bigger is better. This belief is now in ques- 
tion—not so much on grounds of desirability (that 
is, the geopolitical questions that arise concerning 
countries like Turkey but also Ukraine, Georgia, 
and many of the other. former Soviet republics) as 
on grounds of feasibility (that is, sharp public re- 
sistance to the accession of members deemed not 
“European” enough). In such a context, the trans- 
formational power of the European Neighbor- 
hood Policy should be reinforced, and the newly 
formulated idea of a "layered structure” (“Europe 
à étages") should not be dismissed. 

The latter idea especially, which proposes a re- 
gional partnership with six ex-Soviet republics, 
may be a credible alternative to EU membership 
for some countries. And it might be enough to 
stabilize democracy in Ukraine, end conflict in 
Moldova, make Georgia safer, reduce difficulties 
with Belarus, and overcome a prevailing sense of 
neglect and isolation in. Armenia.and Azerbaijan. 
Such a partnership could suffice until these states 
are prepared for membership and the current 
union members are prepared for further enlarge- 
ment. A similar arrangement might ultimately be 
extended to Russia.. | 
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THE TRANSATLANTIC AGENDA 


Fourth, the relationship between European inte- 
gration and a stronger Atlantic alliance needs to be 
more explicitly defined and appreciated. That *Eu- 
rope" might be a cause for ambivalence in the Unit- 
ed States is hardly new. Although the process of Eu- 
ropean integration has never been well understood 
in the States, it has long been a central feature of the 
American vision of Europe's future and, therefore, 
of the future of US-European relations. 

In encouraging this vision, the American inten- 
tion has not been to impose a model of its own. 
Nor has it been Americas intention to secure per- 
manent control over a weak continent (though 
much of that control indeed remained long after 
the continent ceased to be weak). Rather, the in- 
tention was to help the Europeans master their 
past and, literally, change the course of their his- 
tory By implication at least, Europeans would 
change the course of America’s history as well, 
insofar as the United States became entangled in a 
Euro-Atlantic partnership from which escape has 
become impossible. | 

One can debate whether new mechanisms must 
be put in place to allow direct consultation be- 
tween the United States and the EU. The US gov- 
ernment takes the EU seriously—often more se- 
riously than it lets on to its own constituencies. 
Already, over three dozen US-EU pacts, including 
at least 15 regulatory agreements, result in daily 
meetings and constant conversations involving of- 
ficials from both sides of the Atlantic. 

But the United States, too, deserves to be taken 
seriously by the EU. For all essential purposes, 


the United States is a non-member member state ` 


of the EU. This status involves a level of bilat- 
eral intimacy between America and the union— 


itself a virtual regional state—that is currently : 


not explicitly defined. Besides a fully integrated 
transatlantic market, which now carries a tar- 
get date of 2015, the US-EU agenda of priority 
goals might include advances in developing an 
integrated European capital market; closer and 
more transparent relations between the Euro- 
pean Central Bank and the US Federal Reserve; 
steps toward accounting equivalency; and fuller 
convergence of regulatory practices. In each of 
these areas, there is plenty for both the EU and 
the United States to contribute. 

November of this year will mark-the twentieth 
anniversary of the fall of the Berlin wall, a mo- 


ment that serves as a:symbol of the ultimate tri- ` 


umph of the Atlantic alliance. The anniversary 
will offer an historic opportunity to sign a new 
partnership agreement. Such an agreement should 
elevate the Atlantic partnership from a community 
willing to work together on converging concerns, 
compatible values, and overlapping interests into 
a community capable of cooperative action toward 
global prosperity and security. 

However, any celebration of Europe's partnership 
with the United States must not take place at the 
expense of European countries that are members 
of NATO but not yet EU members, or vice versa. 
All 30 European countries that are in at least one of 
these two institutions should sign the partnership 
agreement with the United States and Canada, with 
the understanding that future members of either 
institution will also be invited to sign. 

Thus would be acknowledged a community 
of 32 countries, including—pending further en- 
largement—21 European nations that belong to 
both the EU and NATO, all sharing close relations 
through a shared commitment to policy coordina- 
tion that takes place within and between the two 
institutions. 


THIS DEFINING MOMENT 


The renewal of Europe's integration project 
and the Atlantic alliance, and the reformula- 
tion of the contributions America can expect 
from Europe, are always in fashion. More than 
five 'decades after the union's beginnings, and 
six decades after the Washington Treaty created 
NATO, each side of.the Atlantic and all mem- 
bers of the union tend to question their partners’ 
credibility and voice doubts over the desirability 
of their institutions. As could be expected, these 
questions and doubts are especially audible un- 
der crisis conditions, which M create 
“defining moments." 

This is one of those moments, when doubts 
about the future raise. questions about past 
achievements and vice versa, and it leaves no time 
for a “time-out.” Instead it calls for a commitment 
to action that is sensitive to the urgent issues of 
the security environment created by the end of 
the cold war in 1991 and the events of September 
11, 10 years later. This is a moment that neither 
the United States nor the EU nor its members can 
face alone. It is, therefore, a moment that calls for 
an ever closer and stronger Europe, together with 
an ever more cohesive and engaged partnersiup 
across the Atlantic. " 
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The Dogs That Didn't Bark: - 
The EU and the Financial Crisis 


3 DANIEL GROS 


t first blush, the European Union's com- 

plicated system of multilayered economic 

governance seems, in response to the glob- 
al financial crisis, to have performed.no worse, 
but also no. better, than that of the United States. 
Regulators and supervisors on both sides of the 
Atlantic did nothing to stop the largest-ever credit 
and housing bubble from developing. Credit on 
both sides of the Atlantic was allowed to expand 
for years at excessive rates, and house prices in- 
creased by about the same percentage in the Unit- 


ed States and in Europe. In terms of crisis preven- 


tion, there was thus little difference. 

Once the crisis broke in the summer of 2007, 
the reactions were also similar: Central banks in 
both the United States and the EU reacted quickly 
to alleviate what they initially thought was a tem- 
porary problem in the short-term money markets. 
Complacency persisted longer in the EU—until 
the summer.of 2008—based on the view that the 
origin of the crisis had been imprudent subprime 
mortgage lending in the United States, and that the 
European banking system was safe because this 
type of lending was not widespread in Europe. 

The complacency proved misplaced when an 
acute, systemic banking crisis developed in the EU 
only weeks after US authorities let the American 
investment bank Lehman Brothers fail. Yet, even 
during the, turbulent, months of September and 
October 2008, EU institutions were either passive 
(the European Commission and the. permanent 
presidency of the Eurogroup) or powerless (the 
European Central Bank). 


DANIEL GROS is director of the Center for European Policy 
Studies in Brussels. His books include Winds of Change: 
Economic Transition in Central and Eastern Europe (sec- 
ond edition, Cambridge University Press, 2004). 
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A systemic breakdown was averted only when 
the presidency of the EU, under French Presi- 
dent Nicolas Sarkozy, brokered an agreement 
among all major euro-area countries to follow 
a common approach. Accordingly, each coun- 
try undertook to stabilize its own banks using 
a set. of measures—along the lines of a compre- 
hensive plan adopted days earlier by the United 
Kingdom—that included guarantees for bank 
liabilities and the provision of public capital for 
weaker banks. 

The immediate aim of stabilizing the EU's bank- 
ing system was achieved. The acute banking crisis 
abated quickly, and the common action was hailed 
as a success for “Europe.” In reality, however, the 
EU's response to the crisis illustrates the limita- 
tions of trying to manage a monetary union with- 
out a fiscal union. 

The same problem emerged again, later in 
2008, when it became clear that the financial cri- 
sis was leading to sharp recession. At that point 
there was a compelling need for a coordinated 
fiscal package to support demand in the EU, but 
this could only be delivered by member states, 
not by the union itself. 

- Thus, before one can judge how the European 
system of economic policy making has dealt with 
the crisis so far, one has to understand the sys- 
tem's institutional limitations. The real question 
to ask is whether the problems that arose in Eu- 
rope's crisis management resulted from flaws in 
institutional design or from errors in judgment by 
individual policy makers. 


HANDS OFF MY BANKS 

The EU's system of economic governance is sui 
generis. It is different from national systems of 
economic policy making in one central way: fis- 
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cal sovereignty. That is, the power to levy taxes 
remains fully in national hands. 

There is no difference in this respect between 
members of the euro area and other EU members 
that do not use the common currency (for exam- 
ple, the UK). When the institutional framework 
for Europe's Economic and Monetary Union 
(EMU) was constructed during the 1990s, this 
feature was discussed under the heading: Can 
a monetary union without a political union be 
stable? Many experts remained skeptical, but the 
political decision was clear. Monetary union was 
not intended to lead to a transfer of sovereignty 
in the fiscal field. 

One side implication of this strategic decision 
was that it became impossible to unify banking 
supervision in the common currency area. The 
Maastricht Treaty that established the European 
Union contained a clause permitting bank super- 
vision functions to be transferred from individual 
countries to the European Central Bank. However, 
member states refused to relinquish any authority 
in this field. The reasons for this were twofold. 

First, banking supervi- 
sion is associated with con- 
siderable patronage power, 
which national bureaucra- 
cies were naturally reluc- 
tant to give up. The more 
substantial reason was that 
any rescue of an insolvent 
bank would have to be undertaken with public 
money, which could only be national. 

Countless economists and other experts in the 
field had pointed out since the inception of the 
EMU that keeping financial supervision in national 
hands was bound to lead to considerable prob- 
lems in the form of regulatory competition and 
in dealing with a major cross-border bank failure. 
Moreover, the problem of who was to pay up could 
have been solved by agreeing beforehand on bur- 
den sharing rules among member countries. These 
arguments were not strong enough, however, to 
overcome bureaucratic opposition. In any case, the 
problem seemed for a long time to be “academic.” 

In November 2007, Italy's then—finance minis- 
ter (an acknowledged expert on the subject) pro- 
posed bringing the coordination of banking su- 
pervisors to a higher level. The idea was not even 
seriously considered by the EU's council of eco- 
nomics and finance ministers, though the crisis 
had already started. From this one may gauge the 
continued strength of bureaucratic resistance. 


The decision to leave it to 
national governments to decide 
how to save their banks could only 
lead to an inefficient solution. 


WHEN PANIC SPREADS 

One of the benefits of the common currency 
was supposed to be the integration of capital mar- 
kets. This did in fact happen, especially in the 
area of wholesale banking, which rapidly devel- 
oped into an integrated euro area—wide market 
dominated by a dozen very large trans-European 
banking groups. By 2007-2008, interbanking as- 
sets, most of which are cross-border, amounted to 
over 6 trillion euros, or 60 percent of GDP, within 
the euro area. However, the high degree of inte- 
gration also meant that problems in any national 
banking market, or at any of the large European 
money center banks, would immediately lead to 
problems throughout the system. 

This happened in the summer of 2008. Liquid- 
ity problems at just a few banks led to a loss of 
confidence that spread quickly through the entire 
banking system—to the point that it appeared for 
a short while (in the last weeks of September and 
the beginning of October) that a pan-European 
bank run was imminent. 

In this situation it was 
clear that large-scale public 
intervention was necessary 
to reestablish confidence in 
Europes banking system. 
Áction by any individual 
country would not be suf- 
ficient because the assets of 
the larger banking groups 
in the EU were in many cases several times larger 
than the GDPs of their home countries (and the 
taxing power of their home governments). 

One key question at that point was what form 
of intervention would be most efficient. Among 
academics a consensus quickly developed that 
a mixture of recapitalization (for the weakest fi- 
nancial institutions) coupled with guarantees for 
bank debt (to alleviate liquidity shortages) was re- 
quired, along with guarantees for depositors (to 
prevent a classic bank run, as had happened in 
the UK in late 2007). But many EU member coun- 
tries hesitated to countenance such drastic steps 
because their authorities were still convinced that 
they were not affected by the crisis. 

Throughout the turbulent early autumn of 
2008, finance ministers and heads of national 
central banks throughout the EU issued nearly 
identical statements to the effect that *our banks 
are safe" (and that the root of the problem any- 
way was in the United States). Yet the markets ig- 
nored these statements, and the crisis continued 


to worsen. Stock markets continued to fall, and 
many indicators of credit spreads on banks (es- 
pecially the interbank rates quoted in London) 
continued to increase to unprecedented levels. 
Although the actual data on interbank lending 
does not bear this out, there was a general feel- 
ing that credit markets were shutting down. 

The UK authorities, who were closest to the epi- 
center of the crisis—namely the interbank mar- 
ket in London—were the first to break ranks and 
publicly acknowledge there were problems. In the 
first week of October they announced a plan with 
a commitment of several hundred billion euros in 
public funds for bank recapitalization, guarantees, 
and other support measures. 

Clearly, however, action by the UK authorities 
alone would not be sufficient because, in the in- 
tegrated European banking market, doubts about 
the solidity of any of the larger European banks 
would quickly lead to problems throughout the 
system. It thus became rapidly evident that action 
at the EU level was required. 


NEIN 


The critical issue then was whether an EU- 
wide banking rescue should be organized via co- 
ordinated action by member states or through a 
common initiative managed by an EU institution 
(with funding from member states). The latter op- 
tion was on the table, but it was never seriously 
discussed because the fiscally strongest mem- 
ber country, Germany, opposed it. The Germans 
feared that any EU rescue package would be just 
a thinly veiled attempt to make Germany pay for 
bank losses in other countries. l 

Other member states would also have bee 
loath to prop up other countries’ banks. And 
there were concrete proposals for a European 
rescue initiative in which the costs of the rescue 
would have been allocated to individual mem- 
ber countries at the end of a specified period. It 
would thus have been possible to deal techni- 
cally with the German objection. 

Tellingly, however, things never reached a 
point at which such an arrangement could be 
discussed in detail because the German govern- 
ment dismissed out of hand even the vaguest 
suggestion of a European rescue fund. An addi- 
tional obstacle to such an arrangement was that 
the German finance minister was still under the 
illusion at that time that his country's banks did 
not have a problem and that no EU-wide initia- 
tive was needed. 
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In this atmosphere of contemporaneous panic 
and complacency, the French president called an 
unprecedented summit of the euro-area countries 
on October 12, 2008. (The British prime minis- 
ter was officially invited as well, even though the 
UK is outside the euro zone; in the end, Gordon 
Brown participated in the actual summit meet- 
ing for only about half an hour.) The key decision 
made at this summit was the political declaration 
that all euro-area member states would quickly 
adopt bank rescue programs along the lines of the 
UK *model." 

The total of the packages announced by mem- 
ber countries in the following week was aston- 
ishing: over 2 trillion euros, or several times the 
"Troubled Assets Relief Program" of $700 billion 
that was adopted around the same time in the 
United States. 

Within a few weeks it seemed that the threat of a 
systemic banking crisis had been averted, though a 
few high-profile *near misses" had to be dealt with. 
In each case national governments came to the res- 
cue of their institutions, often late at night, and in 
no case was a large bank allowed to go under. This 
result was initially celebrated as a major success. Its 
limitations became apparent only slowly. 


QUALIFIED SUCCESS 


The “common decision" had been that every 
member state should act on its‘own responsibility, 
but using all the elements of a common approach 
(essentially recapitalization and guarantees for bank 
liabilities). Predictably, member countries started 
drifting apart as soon as the sense of immediate 
danger of systemic collapse waned. Different coun- 
tries emphasized different aspects of the common 
approach and implemented them in quite different 
ways. Moreover, only a small fraction of the-large 
sums initially announced were actually commit- 
ted and disbursed. Months after the announcement 
only about 10 percent had been disbursed—with 
large variation among member countries. 

This has led to two problems. First, with banks 
receiving just enough funding to keep them afloat, 
many have continued to restrict. lending in order 
to rebuild their balance sheets, and this is exactly 
the problem that needs to be avoided if economic 
growth is to resume. Second, the European bank- 
ing market is now being balkanized as conditions 
diverge from country to country amid different 
national guarantee schemes, and with some gov- 
ernments having become major shareholders of 
financial institutions. 
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Both problems could have been easily anticipat- 
ed: The decision to leave it to national governments 
to decide how to save their banks could only lead 
to an inefficient solution. National governments 
preferred this approach because it respected their 
sovereignty in fiscal matters while conferring enor- 
mous patronage power on their finance ministries. 
It is thus not surprising that the European Coun- 
cil, composed of heads of state, preferred national 
rescue packages over an EU or euro-zone fund ad- 
ministered by "Brussels." What is surprising is that 
none of the other EU institutions took the initiative 
to support the latter approach. 

The two "dogs that did not bark" during this cru- 
cial episode were the European Commission (the 
EU's executive branch) and the permanent presi- 
dency of the Eurogroup (the assembly of euro-zone 
finance ministers). While neither institution had 
obvious competence to act in this arena, it is still 
astonishing that neither proposed a common plan 
or initiative despite the fact that EU-wide systemic 
problems needed to be addressed. 

The European Commission: is the official 
guardian of the Maastricht Treaty, and thus also 
the guardian of the integrat- 
ed market in banking. Yet 
it did not push for an inte- 
grated European approach to 
the banking crisis. It is now 
mounting a politically very 
difficult rearguard action as 
it tries to preserve a level playing field while mem- 
ber countries put forward and implement differ- 
ent national plans. These plans are all designed to 
support national banking systems, and all contain 
elements that favor domestic institutions. 


FISCAL CONSTRAINTS 

By late 2008 it had become evident that the fi- 
nancial crisis had mutated into a crisis of the real 
economy, creating a compelling need for a large 
fiscal response to jump-start demand. The limi- 
tations of the framework for fiscal policy making 
in the euro area are well known and have been 
debated for years. Since it had been accepted from 
the start of the EMU that fiscal policy had to re- 
main a national responsibility, there could at most 
be some voluntary coordination of national fiscal 
policies, ideally intermediated through meetings 
of the euro area's finance ministers. The official 
rhetoric was that the EU's Stability and Growth 
Pact provided a sufficient framework for coordi- 
nation of fiscal policy. 


EU institutions did not play a 
key role in crisis management. 





In reality, of course, member countries have al- 
ways made starkly different choices in fiscal mat- 
ters. Some countries (notably France, but also Italy 
and others) have never achieved the structural fis- 
cal balance—including limits on debt—foreseen 
by the Stability and Growth Pact, whereas other 
member states (recently Germany, and some oth- 
er smaller members much earlier) have achieved 
such a balance. 

From a strictly economic point of view, one 
might argue under ordinary circumstances that 
the case for fiscal policy coordination within the 
euro zone is actually quite weak because the in- 
ternational spillover benefits that fiscal policy 
might provide are uncertain. Normally a fiscal 
expansion in one country has two effects on its 
partner states: a positive one, as the fiscal ex- 
pansion increases demand for imports from the 
partners; but also a negative one, as it puts pres- 
sure on euro-area interest rates, which will tend 
to lower demand in the entire area. The net spill- 
over effect of a fiscal expansion in one member 
country is thus likely to be small. It could be pos- 
itive or negative depending on the relative size of 
the direct demand channel 
(itself a function of the im- 
portance of trade flows) and 
the interest channel (which 
depends on the structure of 
financial markets). 

However, under present 
circumstances, the interest channel seems to have 
lost its importance. The euro area is not yet in a 
classic liquidity trap, in which the zero boundary 
on interest rates renders monetary policy ineffec- 
tive; but it is clear that interest rates are not now 
the main factor affecting the availability of credit. 

This implies that under the present, extraordi- 
nary circumstances the international spillovers 
from fiscal expansion are going to be unambigu- 
ously positive and potentially quite large. Our 
macroeconomic models also tell us that fiscal 
policy multipliers increase when more economic 
agents become constrained by liquidity, because 
they are then likely to spend any additional in- 
come they receive. 

Yet, in the absence of effective coordination, 
these positive spillovers are not recognized by 
national policy makers. The consequent failure 
to spend at sufficiently high levels will result, 
according to theory, in a smaller than optimal 
boost in overall demand and an unbalanced dis- 
tribution of gains. 


Recognizing this danger, the European-Com- 
mission published in December 2008 a proposal 
for a joint fiscal policy response to the develop- 
ing recession (whose severity was only gradually 
becoming apparent). This so-called European Re- 
covery Program was duly endorsed by the Euro- 
pean Council a few days later. 

Thus there was an initiative from the EU insti- 
tutions. However, it is not clear what impact this 
initiative has had. At the end of last year most 
member countries had already decided on the 
measures they would take. The only government 
still arguing that no need existed for a large fis- 
cal package in its own country was Germany's. 
The Germans believed that the outlook for their 
economy was not so bad, and in any case enough 
time remained to undertake additional measures 
should the situation deteriorate. The situation did 
indeed deteriorate, and at such an extraordinary 
speed that, by early January, Germany had adopt- 
ed a sizeable fiscal stimulus package.as well. 

As a result, the fiscal effort in the EU will be 
approximately as large as the European Com- 
mission called for, yet the impact of the Euro- 
pean Recovery Program on fiscal policy deci- 
sions at the national level seems to have been 
quite limited. Europe still lacks a framework for 
fiscal policy coordination adequate to the pres- 
ent circumstances—that is, a deep and probably 
long-lasting recession. 


SQUANDERED OPPORTUNITY 

Difficult times provide a useful test for institu- 
tions. The EU had to confront two acute and unex- 
pected challenges in 2008: the Russian invasion of 
Georgia and the banking crisis that developed in 
late summer. How have the EU institutions fared? 

The EU was able to prevent the conflict between 
Russia and Georgia from spreading because the 
rotating presidency by chance had fallen to a large 
country with, in the person of Sarkozy, a very ac- 
tive president. Other member states were willing 
to follow his personal lead, so the EU appeared 
united. The EU institutions that normally are sup- 
posed to deal with foreign policy played only a 
supporting role, but this did not matter since the 
key result—a rapid cessation of hostilities—was 
achieved anyway. 

The institutional reaction to the financial mar- 
ket crisis was much less satisfactory. The Euro- 
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group already has a permanent presidency, but 
it was invisible during the crisis. The European 
Commission was also not in the forefront of crisis 
management. A collapse of the European bank- 
ing system was avoided only when the EU's French 
presidency called a special summit of the heads of 
state of the euro zone. 

Under the acute pressure of financial markets 
in free fall, member states did decide to adopt sub- 
stantial bank rescue plans similar to the one ad- 
opted earlier by the UK, and these were approved 
by their respective parliaments within a few 
weeks, thereby stabilizing the financial markets. 
But this approach is leading gradually to a rena- 
tionalization of banking markets, and it was un- 
dertaken with very little input from the European 
institutions, including the European Commission 
and the presidency of the Eurogroup. (The excep- 
tion was of course the European Central Bank, 
which had relaxed its collateral requirement and 
pushed governments behind the scenes not to let 
any bank fail.) 

A general conclusion, then, is that the incom- 
plete institutional framework of the EU did not 
fail under the stress of an unprecedented financial 
crisis, but EU institutions did not play a key role 
in crisis management. The result was sufficient, 
but suboptimal, as national actions were in reality 
poorly coordinated. 

In terms of the process of European integra- 
tion, this episode represents a huge lost opportu- 
nity. Under the pressure of an acute crisis it might 
have been possible to remedy some of the obvious 
underdevelopment in parts of the EMU framework 
(for example, insufficient centralization of bank- 
ing supervision) and to preserve the integrated 
banking market. The fact that the European Com- 
mission did not even attempt to push in this di- 
rection illustrates well the current state of affairs: 
Even the “federal” institutions in Europe accept 
that member states are not willing to contemplate 
any additional transfer of sovereignty. 

However, any judgment of the performance of 
the EU institutions during the financial crisis has 
to be tempered by one simple observation: There 
is now general agreement that the single most 
important policy error in this crisis was the US 
decision to let Lehman Brothers fail. No error of 
similar systemic importance has been made on 
the European side. B 
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Converging at the Center in Britain 


JAMES E. CRONIN 


en Gordon Brown took over as British 
prime minister on Tony Blair’s depar- 
ture from office in June 2007, he did so 
with a considerable stock of goodwill. Many vot- 
ers had tired of Blair and his performance. Blair 
had infuriated many in his own party (though he 
had kept on winning elections). He had fought 
with the press and the pundits for a very long time 
and forfeited their trust and admiration (though 
he had continued all the while to argue his point 
of view unrepentantly). Most exasperating was his 
ability to escape censure over his support for the 
war in Iraq. There were theater productions about 
“the trial of Tony Blair” and widespread fantasies 
of his fall. He never fell. Still, he eventually left the 
scene—and his successor stood to profit from the 
public’s sheer relief. 

Brown helped himself with the calm and com- 
petent response he mounted to the strange, inef- 
fective terrorist episode that greeted his assump- 
tion of power. Two cars rigged to explode were 
discovered in London; the next day another such 
vehicle was crashed into the airport terminal at 
Glasgow, injuring no one except its terrorist oc- 
cupants. Brown's demeanor was.reassuring and 
he did not overreact. This set a tone that lasted 
through the summer, and the new prime minis- 
ter’s advisers—or some of them at least—began 
planning an election for the fall. The campaign's 
slogan was to be *Not Flash, Just Gordon." For a 
time, such a slogan looked as if it would be appro- 
priate and effective. 

But during the autumn season of political par- 
ty conferences, things turned against Brown. He 
had trouble deciding whether to call an election. 
When he declined to do so, he reminded voters 
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of the indecision he had displayed over the years 
whenever it seemed he might challenge Blair for 
the Labor Party leadership. The Tories did their 
part to scare Brown off an election by having a 
good conference at which the shadow chancel- 
lor of the exchequer, George Osborne, proposed 
a cut in the inheritance tax, an idea that proved 
extremely popular. Labor then promised a similar 
cut, but the.damage was done. Over the next year 
Brown suffered a steady series of reversals .that 
threatened both his hold on power and the Labor 
Party's prospects. 

Some of the setbacks were simple bad luck. The 
financial institution Northern Rock came near to 
collapse because of its involvement in the Ameri- 
can subprime mortgage crisis. And a number of 
government officials embarrassingly lost track of 
vital information concerning millions of citizens. 
This sort of thing probably happens a lot but is 
usually kept quiet; in this case, the incidents all 
came to light at about the same time and fostered 
doubts about government competence: Brown— 
prime minister at the time but also chancellor of 
the exchequer for the previous decade— could 
hardly escape those doubts himself. 

By December 2007 the Tories had gained a five- 
point lead in the polls. The lead grew to double 
digits in the spring of 2008. Labor lost a series of 
by-elections and then, in May, lost badly in local 
elections across the country. Also in May 2008, 
in an election for mayor of London, the bombas- 
tic and controversial Tory Boris Johnson beat the 
equally controversial and contentious Labor can- 
didate Ken Livingstone. While speculation had it 
that the party leadership was not unhappy to see 
Livingstone temporarily sidelined, if not silenced, 
the result was nevertheless a defeat. A further 
by-election defeat in Scotland led to speculation 
about Brown's future and rumors of a Cabinet plot 
to oust him. The top contender was the young for- 


eign secretary, David Miliband, who before the 
summer parliamentary recess laid down a public 
challenge to Brown’s leadership that was expected 
to be taken up in the fall. 


BROWN REBOUNDING 

The threat did not materialize, but for the 
strangest of reasons—the .advent of a financial 
crisis. Brown, of course, worked hard to shore up 
his support in other arenas. He gave a better than 
average speech at the party conference in Septem- 
ber and shortly thereafter reshuffled his cabinet, 
bringing then-European Commissioner for Trade 
(and major Labor figure) Peter Mandelson back 
into the government. Brown and Mandelson had 
been at odds since 1994, when Mandelson chose 
to support Blair for the party leadership; now 
Brown was perceived as both shrewd and brave 
for bringing such a heavy hitter onto the team. But 
it was the global financial crisis that really turned 
the tide in Brown's favor. 

When trouble hit in September last year, the 
United Kingdom's govern- 
ment moved quickly and on 
a large scale to bail out the 
financial sector, and it gave 
the impression that it knew 
what it was doing. Unlike 
in the United States, the au- 
thorities showed little hesitation. The government 
also insisted on some involvement in determin- 
ing what the banks would do with the money they 
were offered; more specifically, it insisted that the 
funds be used to make loans. 

The extent of the government’s intervention con- 
tinues to grow as the scope of the crisis becomes 
clearer, and its effectiveness cannot be judged yet. 
But for Brown, being seen to take decisive action 
was extremely beneficial politically. By the end of 
2008, any potential challenge to his leadership 
from within his party was delayed indefinitely, 
the Tory lead in the polls had been much reduced, 
and speculation even began that the government 
would call a general election some time in 2009. 

It remains unlikely that Brown will lead La- 
bor to victory in either 2009 or 2010. The econ- 
omy continues to worsen and Labor’s boost in 
the opinion polls appears to have been short- 
lived. By the end of January 2009, the Conserva- 
tives were again ahead by more than 10 points. 
Nevertheless, such dramatic reversals in public 
opinion may hide a more interesting stability of 
deeper significance. 


One could say that New Labor 
has humanized Thatcherism. 
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The electorate in Britain clearly is inconstant in 
its affections, and poll numbers are highly volatile. 
But does this surface volatility indicate a troubled 
public searching for answers and eager for a dra- 
matic shift in direction? Or is it a sign that voters 
do not perceive much difference between the par- 
ties and between leaders, and thus switch their al- 
legiances quickly and massively according to mi- 
nor, short-term considerations—and then, just as 
easily and just as quickly, reverse themselves? 

Certainly, seme evidence suggests that the 
public is rather widely disaffected. Voter turnout 
is down and has been dropping for some time. 
Party membership is low for all three major par- 
ties (though this is not true of the Scottish Na- 
tionalists). The public and the press display an 
enormous cynicism about politicians, both those 
in power and those hoping to gain office in the 
future. But again, the question is whether this re- 
sentment and apathy go deep enough to suggest 
serious political consequences. 

Much evidence indicates, to the contrary, that 
- the disaffection is relatively 

.superhcial—that over the 
past few years, despite wild 
swings in voter preferences, a 
new consensus has emerged 
in British politics. Moreover, 
this is a consensus built very 

much on terms set out by Blair and New Labor. 
Indeed, the consensus is a striking measure of his, 
and the party's, achievement. 


TORIES TACKING CENTER 

The Tories themselves, in both their rhetoric 
and policy making, provide the clearest indication 
of the emergence of a new consensus. After con- 
secutive Labor victories in 1997, 2001, and 2005, 
four successive Conservative leaders lost their 
jobs. John Major left party leadership instantly 
when his time as prime minister ended with the 
1997 defeat. William Hague was excellent in Par- 
liament but lost big in 2001 and resigned quickly 
afterwards. Iain Duncan Smith did not even get 
to contest an election because it was obvious he 
would lose it. Michael Howard fought hard but, 
despite much anger at Blair over Iraq, failed to 
topple him in 2005. 

The three Conservative leaders who followed 
Major were all from the right of the party. They 
were Thatcherite, Euroskeptic, and begrudging 
toward the major initiative of New Labor, which 
was to restore funding and effectiveness to public 
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services. But after the election of 2005, the Con- 
servatives apparently rethought their stance and 
chose David Cameron as party leader. To be sure, 
Cameron had both the money (he and his wife 
were said between them to be worth some £30 
million) and the social connections that for gener- 
ations had characterized the most elite sections of 
the Tory party. As The Sunday Times noted on Oc- 
tober 8, 2006, “Not since Harold Macmillan was 
Tory prime minister in the 1950s have Etonians 
held such sway.” But Cameron was also young, 
smart, and articulate. Most important, he under- 
stood that the party needed to change in order to 
win. Soon after his selection, therefore, he began 
the process of moving the Tories toward the po- 
litical center. 


THE LONG ROAD TO REFORM 

Political parties do not turn easily, of course. 
The Labor Party had to lose four elections—in 
1979, 1983, 1987, and 1992—before its transfor- 
mation was complete and it unambiguously em- 
braced its identity as “New Labor.” It was a tough 
battle all the way. Labor had moved to the left 
during the 1970s and, despite failure in office and 
defeat at the polls, it had stayed to the left during 
the early 1980s. When party moderates departed 
to form the Social Democrats in 1981, Labor’s 
leftward stance was only accentuated—and those 
who disagreed with it were discredited. 

After a massive electoral disaster in 1983, Neil 
Kinnock became leader. He slowly moved the 
party away from the radical policies it had only 
rather recently adopted. But first he had to wait 
for the outcome of a miners' strike and then con- 
front and defeat the left-wing forces entrenched in 
local governments (Liverpool and London in par- 
ticular). After a loss in the 1987 general election, 
Kinnock won support for a thoroughgoing “policy 
review" that led to the abandonment—or at least 
the effective fudging—of the party's more contro- 
versial and unpopular positions. Still, Labor was 
unable under-Kinnock to escape the legacy of the 
1970s and so lost again in 1992, this time not to 
the formidable Margaret Thatcher but to the much 
less impressive Major. 

That defeat was utterly traumatic for the so- 
called *modernizers"— Blair, Brown, Mandelson, 
and their allies—and it caused them to redouble 
their efforts to remake the party. They neverthe- 
less met considerable resistance from party mem- 
bers and leaders who pointed out, not unreason- 
ably, that neither sustained efforts to move to the 


center nor the adoption of more modern tech- 
niques of campaigning and communications had 
produced victory during the Kinnock era. 

The party's new leader, John Smith, could not 
quite make up his mind on these issues. Some 
of his followers felt that with “one more shove” 
they could win office. He himself pushed through 
critical reforms that led to the diminution of the 
trade unions’ role in the party. His sudden death 
in 1994, however, led to Blair’s election as party 
leader. Blair quickly set about a further, more ex- 
tensive round of reform and revision. It was un- 
der his leadership that Labor took to calling itself 
“New Labor,” and in 1995 the party abandoned 
its programmatic commitment to public owner- 
ship of industries. In the run-up to the election 
of 1997, Blair and Brown committed themselves 
to operating for two years within the budget set 
out by Major’s government and did whatever they 
thought necessary to reassure voters of their es- 
sential moderation. 

They succeeded. And indeed the Conservative 
defeats of 1997 and 2001 were severe, if not quite 
on the scale of Labor’s earlier electoral disasters. 
With a third straight Conservative loss in 2005, 
against a Blair who by now was wounded, the 
Tories came around to the view that they had to 
adapt. Just as was the case with Labor’s reform, 
however, the Conservatives’ reorientation since 
late 2005 has been bumpy and protracted. It also 
remains far from complete. 

The party still harbors, for example, a large 
body of Euroskeptics who continue to insist on 
yet another referendum on Europe (specifically, 
the Lisbon Treaty of 2007). The choice of Hague 
as shadow foreign secretary has given this interest 
a voice near the top of the party. The Tories also 
continue to hanker after tax reductions that, par- 
ticularly if they were adopted during a recession, 
would force substantial cuts in government spend- 
ing. The Tory temptation to revert to a Thatcherite 
approach to taxes and spending was evident dur- 
ing debate over the government response to the 
financial crisis of 2008, as some Conservatives de- 
nounced Labor’s wasteful ways and questioned its 
economic competence. For the most part, howev- 
er, the Tories under Cameron have held in check 
their atavistic tendencies and have hewed to a line 
that is decidedly more centrist. 

Here Cameron has personally taken the lead. As 
a self-proclaimed “modern compassionate Con- 
servative,” he took paternity leave when his son 
was born in 2006. He has worked hard to improve 


his party’s image on issues of climate change and 
conservation, and has even been photographed 
riding a bicycle to work (though a limousine fol- 
lowed close behind). Cameron has been keen to 
appear caring and gentle and decidedly not nasty. 

Inevitably, the Conservative leader’s “green” cre- 
dentials have been challenged, as have his prom- 
ises on public services. The sincerity of his recent 
conversion to various socially liberal positions— 
on gay rights, for instance—has been repeatedly 
questioned. And it would seem that voters have 
not been: fully convinced that the Conservatives 
as a party have turned nice or caring or economi- 
cally competent. Even so, there can be no doubt- 
ing that Cameron has made progress on each of 
these issues. 

Most important, the Tories have made it clear 
that they now accept the broad outlines of what 
New Labor has done in government. They have 
promised—as Labor did in 1997—to stick with the 
incumbent governments tax and spending plans 
if elected. They have promised not to cut spending 
on health, education, or transportation. Charac- 
teristically, they propose to 
be more efficient and effec- 
tive than Labor, but the basic 
message that the party has 
been sending is continuity. 
The Tories do not propose, 
or even imply, any dramatic 
rupture with the policies of 
New Labor. Cameron, aspiring to be the “heir to 
Blair,” would seem not to disagree fundamentally 
with the changes Blair wrought. 

Indeed, Cameron used the occasion of the Jan- 
uary 2009 meeting of the World Economic Forum 
in Davos, Switzerland, to narrow still further the 
gap between Tory policy and what Labor is sup- 
posed to stand for. With the global financial crisis 
as a backdrop, Cameron announced his party's 
support for a truly “popular capitalism" of the 
sort, he alleged, that Thatcher had in mind. He de- 
plored what passes for “capitalism today” as “mar- 
kets without morality, globalization without com- 
petition, and wealth without fairness. He added, 
“Itall adds up to capitalism without a conscience," 
and insisted, “We’ve got to put it right.” Specifi- 
cally, Cameron called for “recapitalizing the poor 
rather than just the banks." It was a speech that a 
Labor minister might well have given if the party 
had not been in office when the crisis struck, and 
it was a far better performance than the one Brown 
turned in at the same meeting. 





The electorate in Britain is 
inconstant in its afféctions, and 
poll numbers are highly volatile. 
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Is there, then, a “New Labor settlement” that 
will endure no matter who is elected? And if so, 
what are the terms of this settlement? Deciding 
what the new settlement might mean is in fact 
the first step in assessing whether it exists and 
whether it has a future. This requires a more long- 
term view than can be provided by a recitation of 
the ups and downs of opinion polls. At the least, 
it requires a brief reprise of the tenure of Prime 
Minister Thatcher and an assessment of what she 


left behind. 


WHAT THE IRON LADY WROUGHT 

Thatcher fought on many fronts and distin- 
guished herself on a wide variety of issues. She 
was staunchly anticommunist and highly vocal 
about it. She fought the Falklands War and to that 
extent made the UK rather more of a force in inter- 
national affairs, particularly when it is allied with 
the more powerful United States. She bargained 
hard for Britain to get a better financial deal with 
Europe—and she succeeded, in the process. re- 
casting Britain's relationship with the European 
Community. 

Thatchers central and 
most lasting contribution, 
however, was to establish a 
new balance between state 
and market—to turn Britain 
into a more market-friendly 
and, in that sense, genuinely 
liberal country. During her tenure the Conser- 
vatives cut taxes, abolished regulations, and en- 
gineered'a drastic opening to the world market 
(through the ending of currency controls and the’ 
*big bang" that deregulated the City of London in 
1986). Thatcher moved to privatize nationalized 
industries. Then, in an effort to create a “proper- 
ty-owning democracy" that would regularly vote 
Conservative, she sold off most of the public (or 
council) housing owned by local authorities. 

The Tories had entered office with inflation out 
of control and an “oil shock” threatening to make 
it still worse; this period was followed by a deep 
recession that drove unemployment to heights not 
seen since before World War II. The effect was a 
temporary rise in spending, notably to address 
unemployment, and in the share of national in- 
come taken by government. Ás the economy re- 
covered in the 1980s, however, this situation was 
reversed. Thatcher succeeded in shifting the bal- 
ance away from the state, away from public own- 
ership, away from Keynesian techniques of de- 
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mand management—and, more generally, away 
from the assumption that government would take 
responsibility for maintaining a high, stable level 
of employment. s 

The frontiers of the state were pushed back, 
even as the Thatcher government centralized and 
strengthened its authority in a variety of policy ar- 
eas. Thatcher even went so far as to eliminate the 
level of local government where her opponents 
were most strongly represented—abolishing the 
Greater London Council and similar metropolitan 
governments in 1986. 

Thatcher aimed, as she explained it, to banish 
socialism, which was how she characterized the 
complex of policies and commitments assumed 
by previous Labor (and even some Tory) govern- 
ments. Whether hers amounted to a reasonable 
definition of socialism, or of what her predeces- 
sors thought they were doing, matters very little. 
What matters is that she largely succeeded in her 
aims and in so doing left a legacy with which her 
successors would have to contend. 


THE FINAL STAGE IS ACCEPTANCE 

For Labor, deciding how much of what Thatch- 
er had done should be left in place and how much 
should be rejected was the central issue to be 
confronted as the party redefined its own pro- 
grams and policies and strived to become elector- 
ally viable again. What made the choice so hard 
was the level of antipathy that Thatcher's policies 
had generated among Labor and its key support- 
ers. The prime minister’s personal stridency, her 
intensity, her palpable dislike of everything that 
Labor represented, her outrageous claims to the 
effect that, for example, “there is no such thing as 
society”—these no doubt were part of the reason 
that Thatcher was hated. But another part was the 
recognition that she threatened the future of the 
Labor Party, not only in electoral terms but also, 
more critically, in terms of what Labor might do if 
it ever won again. 

How could Labor exert control over the econo- 
my if the levers of control had been dismantled? 
How could Labor or any center-left party deliver 
justice for working men and women if the trade 
unions, set up for this purpose, were shrunken, 
and their workplace rights curtailed? How could a 
party of the left secure its influence locally when 
the institutions of local government had been 
abolished? How could public services be funded if 
government revenues were permanently reduced? 
How could assets now in private hands be recap- 


tured without provoking furious resistance and 
incurring impossible costs? 

Put differently, the changes wrought by Thatch- 
er were not mere shifts in policy that could be 
easily reversed. They were effectively structural. 
They had become embedded in the nation’s econ- 
omy and in the interrelationships between state 
and society, government and the market. 

The transformation of the Labor Party that 
began in the mid-1980s would ultimately result 
in the acceptance of much of the Thatcher revo- 
lution. There would be no effort to take newly 
privatized industries back into public ownership. 
The trade unions would get a new set of rules and 
rights along the lines of the “Social Charter” of the 
European Union, but no restoration of their his- 
toric privileges. The biggest cities would get new 
governments and elected mayors, but these would 
not wield a great deal of power. The people who 
had bought council houses and were now owners 
rather than renters would keep their houses. Busi- 
ness enterprise would be much less constrained 
than under earlier Labor governments—indeed, it 
would be encouraged. Taxes would not be pushed 
back to pre-Thatcher levels. Increases in public 
expenditure would be modest. 

In foreign policy, moreover, Labor would not 
depart in any major way from the approach of its 
Conservative predecessors. In the 1980s the party 
had opposed nuclear weapons and membership in 
NATO. But with the cold war over and prospects of 
nuclear catastrophe diminished, Labor moved back 
to the political center on questions of international 
affairs. Labor was, if anything, rather more belli- 
cose and interventionist than the Tories, at least 
where humanitarian concerns were involved. 

Labor's behavior in office demonstrated that its 
newfound moderation was not simply a stance to 
bring the party back to power. It was what Blair 
and Brown and their allies at the top of the party 
actually believed, or at least what they believed 
would work and get them reelected. Virtually 
their first act was to grant the Bank of England the 
freedom to set interest rates, with advice from a 
Monetary Policy Committee but without direct in- 
put from government. This was an unambiguous 
message of fiscal responsibility. Spending at first 
increased: only slowly and modestly—and when 
it began to rise more substantially, it was largely 
paid for by economic growth. The standard rate of 
tax was in fact steadily lowered. 

The Labor government did invest significantly 
in the health service, education, and transporta- 


tion, but increases were accompanied by policies 
designed to improve performance and increase 
flexibility. At first the preference was for measur- 
able quotas and targets; these proved unpopular 
and often unworkable and other mechanisms 
were applied to bring an element’ of “choice” 
into the provision of services. (This effort also 
proved controversial, especially with the unions, 
for choice tended to look a lot like markets, and 
it was argued that markets and public services 
were antithetical.) 

The Labor government also developed-schemes 
to get the private sector involved in the public 
sector, including ‘public-private financial partner- 
ships, private provision of services, and various 
kinds of subcontracting. Again, the unions and the 
left of the party were opposed, but the government 
persisted, insisting that middle class taxpayers 
would not continue to support government spend- 
ing if services were not improved, “reformed,” and 
made more flexible. In education, for example, the 
government pushed for decentralization and also 
encouraged the creation of city academies, more 
or less analogous to charter 
schools in the United States. 

Another key feature of 
New Labor policies con- 
cerned work and welfare. 
The government put together 
an array of policies designed 
to increase employment by 
making people more employable and by giving 
them greater incentives to work. Getting more 
people into work—“insertion,” as some would 
call it, or “labor market activation” in another 
parlance—would simultaneously reduce the 
numbers on welfare and promote “social inclu- 
sion.” A prominent initiative was the so-called 
New Deal, which offered support to those will- 
ing to enter approved training schemes, voca- 
tional education, or subsidized work. The first 
such program was aimed at the young; subse- 
quent installments focused on single parents, the 
disabled, and the long-term unemployed. 

A related set of policies sought to reduce disin- 
centives to work. Free or subsidized child care, for 
example, would eliminate or at least lower barri- 
ers to employment. A minimum wage would make 
work more profitable for the poorest workers, and 
tax credits would allow a kind of top-up beyond 
what such workers ordinarily earned. The aim was 
to allow the poor an escape from the “poverty trap” 
that rendered work less profitable than relief. Labor 





Cameron has been keen 
to appear caring and gentle 
and decidedly not nasty. 
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chose to call these policies *supply-side socialism"— 
and indeed they worked on.the supply side, POSER 
to call them socialism seems a stretch. 

Policies of this sort served to define New js 
bor as a party, a government, and a political phi- 
losophy. They also distinguished it from what 
was often termed “old Labor.” The policies were 
identified in particular with Blair, who -repeat- 
edly emphasized the contrast between old and 
new. Ás long as Blair remained prime minister, 
some hoped and others feared that the party un- 
der Brown would move back toward its earlier 
approach. Brown's very different style, his Scot- 
tish roots, and his evident ability to connect with 
Labor’s traditions and with its traditional base 
were interpretedas signs that he might be less 
“new,” less “Blairite,” and less of a modernizer. 
That has not proved to be the case. 


STEADY AS SHE GOES 

Brown's policies on welfare and work, on taxes 
and spending, on education and the public servic- 
es, have been characterized by continuity. Even 
on questions of foreign policy 
there has been but modest 
change. It is true that Brown's 
manner and tone are differ- 
ent; he seems more plodding 
than Blair but also more reas- 
suring and perhaps sincere. 
And Miliband has altered the 
Foreign Office's rhetoric; it is more multilateral- 


ist, less prone to follow Washington's lead, and 


distinctive in its emphases on global poverty and, 
especially, climate change. It is also obvious that, 
in response to the financial meltdown of 2008, the 
government has found new respect for the ideas of 
John Maynard Keynes, the British economist who 
championed government intervention to counter 
economic downturns. Overall, however, policy 
has remained on much the same track as during 
the first decade of New Labor's time in power. 
This continuity and stability would suggest 
that New Labor has created its own post-Thatcher 
political settlement. It is a settlement that accepts 
much of Thatcher's legacy, but also departs from it 
in important respects. Labor has done much to re- 
store and rebuild public services that were allowed 
to run down under Thatcher. Labor's social, edu- 
cational, and labor policies have been more gener- 
ous, more enlightened, and kinder than those of 
Thatcher. At a minimum one could say that New 
Labor has humanized Thatcherism—although 
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the party has done rather more than that, for New 
Labor has presided over a period of sustained eco- 
nomic growth and social modernization. 

How much of this has been due to effort and 
how much to luck, it is hard to say. And it is of 
course hard to predict how much havoc a seri- 
ous economic downturn will wreak. Still, under 
Brown's rather uncharismatic leadership, some- 
thing like a new political and social settlement 
seems to be in place, and the best measure of that 
is how little a Tory government would alter it. 

Or so it would seem. If a consensus now exists 
on policy in Britain, the same is not necessarily 
true for politics. The shifting mood of the elector- 
ate could produce unexpected results, and some 
of these could have unintended consequences. 
The altered constitutional arrangements put in 


place over the past decade, including Scottish and 
Welsh devolution, could also produce strange and 
unanticipated outcomes. A hung Parliament in 
which Liberal Democrats demand proportional 
representation as the price of participation in a 
coalition could seriously affect the fortunes of the 
major parties; a vote for Scottish independence 
could be equally disruptive. These are unlikely 
but not impossible scenarios, and it would be fool- 
ish to rule them out. 

Át the same time, it would be a bigger mistake 
not to take note of the emerging consensus on 
public policy, the role of the state, and the kind 
of society Britain ought to be. In this sense, what 
Blair and now Brown have bequeathed to Brit- 
ain—transforming what Thatcher left behind—is 
really quite remarkable. eB 
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Spain Remade, Again 
OMAR G. ENCARNACION 


hen terrorists struck Madrid on March 90 percent of the Spanish populace—that had 


11, 2004, a spotlight shone on Spain made Spain a target of Islamic terrorists. 

like none had since Generalissimo - Aznar himself telephoned the nation’s leading 
Francisco Franco’s 1975 death, which paved the newspapers and television stations to inform them 
way for the country’s return to democracy after that “ETA did it.” The ministry of foreign affairs 
four decades of autocratic rule. Muslim radicals, ordered the country's embassies and its United 
in an attack designed to maximize carnage and Nations representative to spread word of ETA cul- 


suffering, bombed commuter trains at Madrid's pability: On the day after the attack, a scheduled 
Atocha station. Nearly 200 people were killed and showing of the film Shakespeare in Love on state 


over 1,700 were injured, making this act of terror- television was replaced by a documentary about 
ism the worst in Spanish history—worse than the ETA’s previous killings. 
1987 bombing of a Barcelona supermarket by the But in fact no evidence linked ETA to the Ato- 
Basque separatist organization ETA, an incident in cha attack—and plenty of clues indicated that Al 
which 21 were killed and 40 injured. Qaeda’s operatives in Spain were responsible. The 
As dramatic as the violence was the 2004 at- Aznar administration thus opened itself to charg- 
tack’s political fallout. No longer could Span- es that it had attempted a cover-up. As a result, 
iards live under the illusions that surrounded the hundreds of thousands of Spaniards who would 
“myth of Al Andalus,” according to which Spain have sat out the elections, especially young peo- 
was protected from Islamic terrorism because of ple, voted after all. 
its unique relationship to the Muslim world, a The first action of the new Socialist adminis- 
connection rooted in 800 years of Arab occupa- tration was to effect a sharp turn in foreign poli- 
tion of the Iberian Peninsula. Even more impor- cy. Within hours of his victory, incoming Prime 
tant, the Atocha bombings occasioned the fall of Minister José Luis Rodriguez Zapatero declared 
an incumbent conservative government that had his intention to withdraw Spain’s 1,300 troops 
been expected to prevail in a general election held from Iraq, arguing that “The Iraq War was a di- 
just three days after the attack. A new Socialist saster, and the postwar occupation of Iraq an 
administration was ushered in. even bigger disaster.” Madrid’s retreat from Iraq 
In the view of some, especially abroad, Spain was applauded in Paris and Berlin, capitals where 
bowed to terrorism when it changed political Bush's foreign policy had been opposed, but it un- 
course. In reality, however, the electorate pun- leashed Washington's wrath. Zapatero was all but 
ished the government for its response to the Ato- declared persona non grata there—he is the only 
cha attack. Prime Minister José María Aznar of the major European leader never to have been hosted 
Popular Party (PP) attempted to pin responsibility at Bush's White House. | 
for the violence on ETA. He hoped to convince the Yet it is Zapatero’s domestic program that is 


public that it was not his support for George W. likely to define his political legacy. During his 
Bush's war in Iraq—a war opposed by more than first term in office (2004—2008), Zapatero boldly 
| 7 reshaped Spanish politics and society through a 


j 33 *second transition." This process, intended to im- 
OMAR G. ENCARNACIÓN is an associate projessor and direc- . 

rove lity of democracy, expanded civil 
tor of the political studies program at Bard College. He is the prove the quality mocracy, expanded 


author of Spanish Politics: Democracy After Dictatorship and political rights. It also confronted various is- 
(Polity, 2008). . sues that, left over from the "first" transition of 
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the mid-1970s, retained the potential to destabi- 
lize the country. 


ONCE MORE, WHILE REELING 

On taking office in 2004, Zapatero wasted no 
time unveiling a vigorous and unabashedly liber- 
al political agenda that made him the darling of 
the European left. His administration in its first 
24 months abolished the practice of displaying 
religious symbols in public facilities like schools, 
courthouses, and jails. It shelved a law passed by 
the previous administration that called for com- 
pulsory religious instruction in public schools. 
It allowed abortions to be performed during the 
first 12 weeks of pregnancy. It liberalized divorce 
by introducing a “fast-track” model, according to 
which a two-year mandatory waiting period was 
reduced to just ten days. And it permitted stem 
cell research to be carried out on embryos creat- 
ed for fertility treatments but now unwanted. All 
this was prelude to a.2005 law that made Spain 
the first Catholic-majority country (and only the 
third country in Europe, after the Netherlands 
and Belgium) to institute 
same-sex marriage. 

Zapatero, as a self- 
described “radical feminist,” 
has put women’s issues 
front and center in his pol- 
icy making. To underscore 
his commitment to femi- 
nism, the incoming prime minister named women 
to half of his cabinet posts, the highest proportion 
in Europe. The posts included education, health, 
agriculture, housing, environment, and public 
works. Zapatero made violence against women his 


top priority (after countering terrorism), calling > 


the phenomenon "Spain's worst shame and an un- 
acceptable evil.” Within hours of being sworn in, 
while visiting the survivors of the Atocha attack, 
he paid a hospital visit to a woman who had been 
beaten and burned by her husband. 

The first bill that Zapatero sent to the Congress 
of Deputies was a controversial measure that im- 
posed stiffer sentences on male perpetrators of 
domestic violence than on females. This new law 
was backed up by special courts established to 
deal with complaints from women claiming phys- 
ical or psychological abuse. In addition, the num- 
ber of police officers trained to deal with domestic 
violence was increased by 90 percent. 

In 2006 the government enacted the Law of 
Dependency, which was designed to lighten 


To inaugurate his second term in 
office, Zapatero unveiled Europe's 
first female-majority cabinet. 





some of the family burdens that fall mostly to 
females. It guarantees state assistance to senior 
citizens and to those afflicted with disabilities, 
including mental illness, through the provision 
of home care and day and night care centers. 
The government described this law, which it en- 
dowed with an investment of 12 billion euros, as 
*a fourth pillar of the welfare state," alongside 
existing government provisions in health care, 
education, and pensions. 

Aside benefit of the dependency law has been 
to provide employment for female immigrants, a 
significant portion of the approximately 1 million 
illegal immigrants who have benefited from Zap- 
atero’s amnesty program by proving that they are 
employed. A subsequent measure, the 2007 Law 
for Equality Between Women and Men, is intended 
to open up new opportunities for women in gov- 
ernment and the business world. The law requires 
that at least 40 percent of parties' lists of candi- 
dates in national and local elections be female, and 
it affords preferential treatment to companies with 
the highest percentages of female executives. It 

also.grants paternity leave 
of up to 3 weeks. 
The prime minister has 
also treaded boldly into 
the treacherous waters of 
territorial politics. He op- 
. posed the "Ibarretxe plan” 

(passed by the Basque par- 
liament in December 2004 and calling for Basque 
self-determination), arguing that it was uncon- 
stitutional. On the other hand, he endorsed an 
overhaul -of Catalonia s autonomy charter with 
Madrid, inaugurating a new era in the devolution 
of power from the capital to the regions. Catalo- 
nia's new compact of regional governance (the so- 
called Nou Estatut) refers to the region as a "na- 
tion" rather than a “nationality.” It contends that 
Catalonia’s powers of self-government emanate 
from the Catalan people rather than the Spanish 
constitution, and it grants the region increased 
control over issues such as tax collection, immi- 
gration policy, and judicial affairs. 

More controversial still has been Zapatero’s ef- 
fort to eradicate political violence, an enduring 
pathology in Spanish politics. Indeed, his attempt 
to negotiate with ETA backfired. On entering of- 
fice, Zapatero issued ETA an invitation to talk, 
on the condition that the group’s leaders agree to 
give up their armed struggle against the state. The 
offer violated Spain’s long-standing policy of not 


entering into dialogue with organizations that es- 
pouse terrorism. This policy, in fact, had been at 
the heart of an antiterrorist pact in the late 1990s, 
a compromise the major parties had reached on 
how to handle ETA. 

In.the end, Zapatero's attempted negotiations 
with ETA appear only to have embarrassed the gov- 
ernment and given the opposition an opening for 
attack. ETA, after agreeing in March 2006 to a cease- 
fire—a prerequisite for negotiations—renewed its 
terrorist campaign in December of the same year. It 
detonated a massive bomb at Madrid's Barajas air- 
port, killing two Ecuadorian immigrants and caus- 
ing considerable material damage. 

Last but not least, Zapatero has moved to undo 
the pacto del olvido (pact of forgetting), the un- 
written agreement forged by the political class 
after Franco's death, according to which bygones 
would be bygones. The pact resulted in a complete 
absence of "transitional justice" in post-Franco 
Spain, and the leaders of the old regime were 
spared trials and bureaucratic purges. 

Zapatero's 2007 Law of Historical Memory rep- 
resented a dramatic break with that approach. The 
law called for the Ministry of Justice to compile 
every claim of murder, torture, and abuse con- 
nected to tbe Spanish Civil War and the ensuing 
Francoist repression. It called for providing mon- 
etary compensation to victims of the Franco dic- 
tatorship, including those orphaned by the Civil 
War. And it called for Spanish citizenship to be 
extended to the children and grandchildren of Re- 
publican exiles. 

Other aspects of the law made the government 
responsible for the exhumation of mass civil war 
graves (mostly of those fighting on the Republican 
side), and mandated the removal from public view 
of monuments that paid tribute to the memory of 
the.old regime. This last stipulation seemed aimed 
at the Catholic Church: Many churches honor Na- 
tionalists who died during the Civil War—while 
pointedly ignoring those who perished on the 
Republican side—through use of the Francoist 
phrase caídos por Dios y por Espana (fallen for God 
and for Spain). | 

The new law, however, is not nearly as radical as 
some on the left would have wished. It protects the 
amnesty process enacted in 1977, which precludes 
the possibility that anyone associated with the old 
regime will ever face charges of crimes against hu- 
manity. In addition, the provision calling for the 
removal from public view of monuments to the 
old regime exempts those with *cultural" or *his- 
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torical" significance. These provisions were de- 
signed to avoid an outright revolt from the right, 
but ultimately the law was approved with the vast 
majority of PP deputies voting against it. 


NEW, IMPROVED SOCIALISM 

Zapatero does not represent Spain's first ex- 
perience in the post-Franco era with leadership 
by the Spanish Socialist Party (PSOE)—but the 
earlier experience had suggested very little about 
what would be in store under a Zapatero admin- 
istration. Between 1982 and 1996 the PSOE, with 
some interruptions, governed Spain virtually as 
a one-party state. The administration of Prime 
Minister Felipe González introduced a modern- 
izing agenda intended to consolidate democratic 
institutions and bring the country into the Eu- 
ropean fold. If the Socialist policies of that era 
angered any particular constituency, however, it 
was the left rather than the right. 

González's decision to keep Spain within NATO, 
a betrayal of a promise made during the 1982 elec- 
toral campaign, went against the wishes of the 
majority of PSOE members, who overwhelmingly 
favored an outright withdrawal from the organiza- 
tion. The prime minister's embrace of market re- 
forms, such as privatization of state enterprises, 
cut to the very heart of the economic interests of 
organized labor, historically the backbone of the 
PSOE' electoral support. And despite González's re- 
formist zeal, he avoided confronting the right-wing 
political opposition, the Catholic Church, and the 
military. These actors must have found comfort in 
González's words in 1986 marking the fiftieth an- 
niversary of the start of the Civil War: "The war is 
finally history and no longer present and alive in 
the reality of the country.” 

Two schools of thought dominate discussions 
of the second transition's origins. According to 
one school, the transition is a by-product of Zap- 
atero's political philosophy, which his administra- 
tion officially calls "citizens' socialism." This set 
of beliefs encompasses a broad interpretation of 
civil and political rights and a faith in the capacity 
of law and government to address past and pres- 
ent injustices. 

Usually cited as the chief source of these be- 
liefs is Zapatero's family background. His grand- 
father, Captain Juan Rodríguez Lozano, was shot 
by a Francoist firing squad for refusing to join 
the rebellion against the Republican government 
in 1936. Just before his execution Rodríguez Lo- 
zano wrote a letter to his family that Zapatero in 
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his 2004 inaugural speech cited as the inspiration 
for his politics. The letter expresses “an infinite 
yearning for peace, love of good, and the better- 
ment of those less fortunate.” 

Zapatero has also acknowledged that his civil 
rights policies are intellectually indebted to politi- 
cal theorists whose work shows a deep concern for 
justice, an active citizenry, and individual freedoms. 
Prominent among these is Philip Pettit, an Irish po- 
litical theorist widely known as Zapatero’s guru, 
who preaches a philosophy of “non-domination.” 
This philosophy holds that rio one should impose 
his or her will on the choices made by others, and 
that the law can be effectively employed to disperse 
power within society and to prevent the repression 
of women and minorities. | 

Á second school of thought sees the second 
transition as the work of an adroit and calculat- 
ing politician seeking to rebuild the political 
franchise of a discredited and moribund PSOE—a 
party that, as a result of the damage it sustained 
during González's last 
years in office, had suf- 
fered electoral defeats in 
1996 and 2000. By the 
time of González's depar- 
ture from office in 1996, 
the PSOE had become a 
byword, for corruption, 
scandal, and even human 
rights abuses (it was revealed that party officials 
had secretly financed the creation of death squads 
to eradicate ETA). 

Zapatero, since gaining control of the PSOE in 
2000 at the age of 40, has set out systematically to 
remake the party. He has purged its previous lead- 
ership. He has rebranded its political message to 
appeal to young voters, many of whom had aban- 
doned the PSOE for the PP. And he has courted new 
constituencies such as feminists, environmental- 
ists, and gays and lesbians—groups that the PSOE 
had traditionally ignored, if not shunned, in an 
effort to become a mainstream party. 

That these groups played such a prominent role 
in the crafting of Zapatero’s 2004 electoral plat- 
form, the blueprint for the second transition, is 
regarded by some as evidence that Zapatero felt in 
his heart that he had no hope of winning the 2004 
election. That is, he decided to construct a kind of 
ideal Socialist project.that probably would never 
be implemented but that might give the PSOE a 
much-needed boost of energy and eventually re- 
vive its electoral fortunes. 


Attempted negotiations with ETA 
appear only to have embarrassed 
the government and given the 
opposition an opening for attack. 


But. another, less obvious perspective is 
this: Zapatero embodies a generational shift in 
Spain's political leadership. He is part of a new 
generation of “professional” left-wing leaders 
whose politics were not shaped either by the 
struggle against the Franco dictatorship or by 
the political exigencies of the democratic tran- 
sition (such as the need to prevent polarization 


- for fear of falling back into the divisive politics 


of the past). As such, Zapatero is neither trau- 
matized by the political misfortunes of the past 
nor beholden to the political compromises of 
the first transition. | ! 
This view might shed light on some of the argu- 


ments that Zapatero has employed to justify his 


policies. During the 2004 campaign, he contend- 
ed that a flaw existed in the democratic transition: 
mucha concordia y poca memoria (much agreement 
and little memory). This, he argued, made the new 
memory law necessary. More generally, Zapatero 
has argued that Spanish democracy is now strong 
enough to complete the 
democratization agenda 
left unfinished during the 
first transition, and thus 
the country can become 
more open and pluralistic. 
Only a few years ago, such 
criticism of the transition 
from Francoism to democ- 
racy would have been considered: unacceptable for 
a member of the political mainstream. 


DARK HINTS 


Whatever its origins and intentions, Zapatero's 
second transition has had a profound political im- 
pact, attracting many adherents—but critics as 
well. The most common complaint is that the sec- 
ond transition has shattered the post-Franco cul- 
ture of political consensus. This charge stems from 
the fact that Zapatero's social and cultural policies 
have been enacted without the support of the right- 
wing PP, and in the face of unusually harsh criti- 
cism from conservative forces in Spanish society 
like the Catholic Church and the military. 

The introduction of same-sex marriage, for ex- 
ample, prompted the Archbishop of Madrid, Car- 
dinal Antonio María Rouco Varela, to complain 
that Zapatero had *turned Madrid into Sodom 
and Gomorrah.” Manuel Atencia, the PP's parlia- 
mentary spokesman, criticized the Law of His- 
torical Memory as “unnecessary, hypocritical, 
legally irrelevant, a mistake.” PP leaders also op- 


posed Catalonia’s new autonomy charter, which 
they viewed as “the first step toward Catalan in- 
dependence.” Two military leaders even suggest- 
ed that they were ready to quell the Catalans’ au- 
tonomy demands—though they were promptly 
relieved of duty. The PP blames Zapatero for hav- 
ing created la crispacion (extreme tension)—that 
is, the most politically polarized environment 
since Francos death. 

Perhaps most inflammatory are right-wing 
comparisons of Zapatero's Spain to the interwar 
Second Republic. This controversial historical 
association—the divisive policies of the Republi- 
can era helped pave the 
way for the Spanish Civil 
War—is often accompa- 
nied by a not-too-thinly- 
veiled suggestion that 
Zapatero's policies could 
drive the country into 
another civil war. 

The association also 
calls to mind the in- 
cendiary notion of the 
"two Spains,” the view 
of Spain as a country 
cursed with two irrec- 
oncilable halves, histori- 
cally one that is modern 
and liberal, the other 
traditional and conserva- 
tive. "Zapatero is risking 
opening old wounds that 
can only destabilize the 
nation," notes an edito- 
rial from the right-wing 
daily ABC. "Zapatero is 
governing with half of 
Spain, but against the 
entire other half. That is 
risky,” says Emilio Lamo 
de Espinoza of Real Insti- 
tuto Elcano, a foreign policy think tank. 

These attacks on Zapatero carry a special sting, 
given that political compromise has been held sac- 
rosanct in the post-Franco era and is often given 
credit for the country's stunning democratic trans- 
formation. For much of the past three decades, 
every important policy decision has been made in 
consultation between the governing party and its 
main opposition in the Congress of Deputies. This 
tradition began with the transition to democracy 
itself, which was negotiated between Francoist of- 





For Zapatero, left is right. 
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ficials and representatives from the Communists 
and Socialists. But to say that Zapatero has violat- 
ed some cardinal rule of Spanish politics is to over- 
state the case, if not to misrepresent it altogether. 

To begin with, post-Francoist consensus is of- 
ten exaggerated, in that observers overlook real 
policy disagreements such as those that devel- 
oped between the PSOE and the first democratic 
administration, that of Adolfo Suárez (1977- 
1982), especially over the drafting of the new 
constitution. Similarly, real tensions between the 
right and the lef: were occasioned by the social 
policies of the González era, such as the legaliza- 
tion of abortion. 

Consensus, moreover, 
has not suddenly become 
extinct in Spanish poli- 
tics. On one important 
policy front—the econo- 
my—Zapatero has stuck 
to the program champi- 
oned by the right. There 
has been little, if any, 
“economic socialism” 
under Zapatero. 

Finally, those attack- 
ing Zapateros “radical- 
ism" conveniently ignore 
the damage that they 
themselves have inflicted 
on political harmony. 
Indeed, a powerful argu- 
ment can be made that 
consensus in Spanish 
politics was destroyed by 
the PP just before the con- 
troversial 2004 elections. 
Aznar, emboldened dur- 
ing his second term in 
office (2000-2004) by an 
absolute parliamentary 
majority, tossed aside the 
moderation and pragmatism that had character- 
ized his first term in office. In a radical attempt 
to reorient Spanish foreign policy away from the 
European Union and toward the United States, 
Aznar sent Spanish forces to Iraq without consult- 
ing the opposition, arguing that these troops were 
not going to be employed in combat but rather in 
postwar reconstruction. 

On the domestic front, the PP embraced a pro- 
gram of “constitutional patriotism.” This was a set 
of dogmatic policies intended to restore tradition- 
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al Spanish conservatism, best expressed by a new 
educational curriculum that emphasized Catho- 
lic instruction and Spain's imperial greatness and 
that exalted symbols of Spanish territorial unity 
such as the monarchy and the national flag. 

Once this program reached the Congress of Dep- 
uties, it had to be severely modified because of the 
criticism it faced from the left and from regionalist 
leaders in the Basque Country and Catalonia. The 
left objected to, among other things, the PP's attempt 
to “reinterpret” Spanish history by glossing over as 
“aberrations” the Spanish Civil War and the Franco 
regime. Regional leaders, whom the Aznar admin- 
istration treated with uncommon indifference and 
outright hostility, saw the PP's new agenda as an at- 
tempt to undermine the hard-earned autonomy of 
Spain's historic regions. 

Furthermore, since the 2004 elections, the PP's 
behavior has hardly been that of a loyal opposi- 
tion. PP leaders, convinced that they were robbed 
of an electoral victory, have found it difficult to ac- 
cept Zapatero as the legitimate leader. They have 
disgraced themselves with a series of personal at- 
tacks on the prime minister 
(their nickname for him says 
it all: Bambi), and they have 
mocked his political agenda 
as buenismo (indicating a fool- 
ish propensity to want to do 
good because of unrestrained 
political correctness). 

More serious are PP-instigated conspiracy theo- 
ries intended to weaken the Zapatero government, 
such as the one that has left-leaning members of 
the Spanish national security forces leaving the 
country vulnerable to a terrorist attack around the 
time of the 2004 elections in order to facilitate a 
Socialist victory—or the one that has ETA assisting 
Morocco’s secret services in carrying out terrorist 
attacks in Spain. These theories have continued to 
circulate in the right-wing daily El Mundo and on 
the radio network La Cope, even since a 2007 trial 
at which 24 people of Moroccan origin were con- 
victed for the Atocha attack and any connection to 
ETA and the PSOE was ruled out. 


A POST-MATERIAL WORLD 

The real legacy of the second transition is that 
it has revealed the hidden strengths of Spanish 
democracy and its growing pluralism and toler- 
ance of difference. The most obvious sign of this 
political potency is the PSOE's emergence, under 
Zapatero's leadership, as the standard bearer of 
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During his first term in office, 
Zapatero boldly reshaped 
Spanish politics and society. 
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“New Leftism” among Western Europe's Social 
Democratic parties. This has required, for the 
mainstream left, a transition away from tradition- 
al issues like increasing wages and deepening the 
welfare state and toward so-called “post-material” 
issues like feminism, multiculturalism, gay rights, 
and environmentalism. 

That this political transition has been staged so 
dramatically in Spain—a country where until the 
mid-1970s women could not get a driver's license 
or a passport, or open a bank account, without the 
written consent of their husbands or fathers, and 
where gay organizations were banned until the 
early 1980s—is nothing short of remarkable. 

Another aspect of the second transition's legacy 
is the relative ease with which the general public 
has embraced it. For all of the claims of radical- 
ism that have been thrown at Zapatero, the public 
has supported his social and cultural policies. In 
fact, on many of the issues that the right has cited 
to cast Zapatero as a radical out to destroy the so- 
cial fabric of Spain, he has followed rather than 
led the public. According to a 2005 poll by the 
newspaper El País, two out of 
three Spaniards favored same- 
sex marriages, making the is- 
sue hardly a risky proposition 
for Zapatero. Despite the very 
bitter public feud between the 
right and the left over the Law 
of Historical Memory, a public 
opinion survey by CIS, a government polling insti- 
tute, revealed that 54 percent of Spaniards were 
"very much in agreement" with the adoption of 
"initiatives intended to recognize the victims of 
the Civil War and the dictatorship," with an addi- 
tional 25 percent saying they were "in agreement" 
and 11 percent *in disagreement." 

Only on the matter of territorial politics did the 
public show its clear disapproval of Zapatero, with 
many Spaniards fearing that greater autonomy for 
the regions would mean less capacity for the cen- 
tral government to manage the nation’s affairs. 

Undoubtedly, the most telling sign of the pub- 
lics support for the second transition came in 
March 2008 with Zapatero's decisive reelection. 
After that, the PP could no longer make the argu- 
ment that Zapatero was an "accidental" leader and 
that his government lacked legitimacy. 

Zapatero, mindful of the divisiveness of his first 
term, promised on being reelected to govern *bet- 
ter and with less polarization." This has not meant 
losing his penchant for courting controversy. To 


inaugurate his second term in office, Zapatero un- 
veiled Europe’s first female-majority cabinet. Tip- 
ping the balance in favor of women was the 2008 
appointment of Carmen Chacon as Spain’s first- 
ever female minister of defense. And it was not 
only her gender making news. Chacón was seven 
months pregnant. On her inauguration, the sight 
of Chacón “in full womanhood,” as one govern- 
ment official put it, leading the troops in a rousing 
cheer of “Viva España,” came as a jolt to even the 
most cynical of Spaniards. 


TOUGH TIMES 

Zapatero has said he intends to focus on foreign 
policy during his second term. Among his key 
foreign policy priorities are pushing the EU into 
adopting progressive ideas in foreign aid programs 
(gender equality in particular), expanding Spain's 
military presence in Afghanistan, and *normaliz- 
ing" relations with the United States—a goal now 
greatly facilitated by the arrival of a new admin- 
istration in Washington. It is the hope of many in 
Spain that President Barack Obama will forge a 
partnership with Zapatero modeled after that of 
President Bush and British Prime Minister Tony 
Blair, one based not only on a shared philosophy 
of political liberalism but also on personal affin- 
ity. Zapatero and Obama share a birthday (August 
4—and they were born just one year apart); and 
each has two daughters and a professionally ac- 
complished spouse. 

But Zapatero's foreign policy goals have already 
taken a back seat to economic conditions at home. 
After 15 years of uninterrupted economic growth, 
during which Spain transformed itself into one 
of Europe's economic powerhouses (Spain's per 
capita GDP now exceeds Italy's), the country has 
entered what looks like a major recession. 

As in other industrially advanced economies, 
the depth of the economic crisis in Spain appears 
to have caught even experts by surprise. “It’s an 
accelerated deceleration,” says Zapatero’s finance 
minister, Pedro Solbes. Although the government 
can take comfort in the fact that Spain was the 
only large EU economy to register any growth dur- 
ing the second quarter of .2008, the forecast for 
2009 is decidedly bleak. By the government’s own 
estimates, which many independent observers put 
on the optimistic side, GDP is expected to fall 1.6 
percent this year, and unemployment is predicted 
to reach 15.9 percent. 

Consequences of the slowdown are evident 
everywhere. The number of tourists visiting 
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Spain in July 2008 was 8 percent lower than in 
the same month in 2007. Car sales plummeted 
41 percent in August 2008 compared to the same 
month a year earlier. More than half of all real 
estate offices have closed, indicating how inflat- 
ed the country's real estate market had been for 
the past decade. 

Restoring growth and vitality to the Spanish 
economy will not be easy—at least not as easy as 
this task has sometimes been in the past. In the 
years following Franco's death, when the country 
experienced double-digit inflation, and during 
the early 1990s, when the unemployment rate hit 
nearly 25 percent, devaluing the peseta could be 
counted on as a way to jump-start the economy. 
Now that Spain is a full member of the euro zone, 
such easy fixes are no longer available. 

Still, there is little doubt that Spain is bet- 
ter positioned today to withstand hard eco- 
nomic times than it was in the past. Certain- 
ly, the country is in far better economic shape 
than when it faced its last recession, in 1993. 
Between 1995 and 2004, the Spanish economy 
grew at an annual rate of 3.28 percent, above the 
EU average, and Spanish companies are stron- 
ger and more competitive than ever. The 2008 
Financial Times ranking of the world's 500 larg- 
est corporations included 14 from Spain, almost 
double the number featured in the 2000 rank- 
ing. More important, democratic institutions are 
sturdier than ever before. This makes a demo- 
cratic breakdown—the worst-case scenario dur- 
ing previous economic crises in the post-Franco 
era—unlikely and perhaps unrealistic. 

In an effort to jump-start the economy, the 
Zapatero government has introduced a stimulus 
package that includes the creation of a 50 billion 
euro fund to purchase troubled assets from finan- 
cial institutions, rewards to employers that cre- 
ate new jobs, investments in “green” technologies, 
and financial incentives to entice Spaniards to buy 
new automobiles. But Zapatero is also banking on 
politics to ensure his survival. As with other left- 
wing leaders, Zapatero is hoping that under times 
of economic duress people will want more rather 
than less government. 

There is great irony in this expectation, since 
Zapatero so far has resisted the big government 
label typical of left-wing rule by concentrating al- 
most exclusively on social and cultural reforms. 
Because of the global economic downturn, em- 
bracing a more orthodox form of socialism may 
well be part of the second transition afterall. E 
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Detours on the Balkan Road to EU Integration 


LENARD J. COHEN 


he mood today in the western Balkans can 

best be described as persistent hope mixed 

with deep anxiety. (Here, the western Bal- 
kans are defined as Croatia, Macedonia, Bosnia 
and Herzegovina, Serbia, Montenegro, Albania, 
and Kosovo.) In the years since the “wars of the 
Yugoslav succession,” the 1999 conflict in Kosovo, 
and the 2001 fighting in Macedonia, both the re- 
gion's elites and its ordinary citizens have been 
eager to fulfill their European destiny by joining 
the European Union and sharing in its prosperity 
and democracy. But this enthusiasm has been tem- 
pered by a deep-seated angst within each western 
Balkan polity regarding the various external bar- 
riers and domestic impediments that hinder EU 
entry. Ámid the current global economic down- 
turn, such concerns have deepened, and some feel 
that further EU enlargement might be delayed or 
even grind to a balt. 

During the past decade the EU has attempted to 
implement an impressive project of "transformation 
through integration" in the western Balkans. All 
the region's countries have been promised eventual 
membership in the EU, and each state has advanced 
(at a different rate) through the EU's designated pre- 
accession sub-stages. Progress toward membership 
has depended on Brussels's evaluation of whether 
individual states have met an intricate set of po- 
litical and socioeconomic conditions. The western 
Balkan countries have benefited from a consider- 
able infusion of EU financial assistance, and consid- 
erable new funds have been allocated to the region 
for the next several years (almost 8 billion euros 
have been budgeted for the 2007-2010 period). 
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Western Balkan polities that initiated reforms 
in the early post-2000 period have clearly been 
the frontrunners in the pre-accession process. 
These include Macedonia, Croatia, and Monte- 
negro. (Montenegro achieved independence only 
in 2006, but its leaders broke with former Yu- 
goslav President Slobodan Milosevic in the late 
1990s. Other states in the region, burdened 
with a variety of domestic problems, have lagged 
in their ability to achieve "European" standards 
and to accelerate their momentum toward EU 
membership. Moreover, the EU's own internal 
uncertainties about its cohesion, organization, 
and expansion have continued to complicate the 
relationship between Brussels and the countries 
of the western Balkans. 


ENTHUSIASM AND SKEPTICISM 

A 2008 Gallup survey revealed that enthusi- 
asm for eventual EU entry is substantial in each 
of the region's states, though important differ- 
ences exist among the countries. Interestingly, 
respondents in the two states that have made 
the least progress in the pre-accession process, 
Kosovo and Albania, perceive the EU the most 
positively. In contrast, less than a majority of the 
survey respondents in Bosnia expressed enthusi- 
asm for EU membership. Citizens of several other 
countries with deep ethnic or political cleavages, 
including Macedonia, Serbia, and Montenegro, 
expressed similar doubts. 

Paradoxically the least Euro-enthusiasm is 
found in Croatia, a country that is generally viewed 
as the Balkan state most eligible for EU member- 
ship. Croatian reservations about the potential 
difficulties of integration into the 27-state union 
have increased as the country's entry into the EU 
has become more imminent (a pattern observed 
earlier in the east-central European countries). 
Perhaps Croats are sensitive—particularly be- 


cause of their experience in socialist Yugoslavia— 
to the potential challenges facing small political 
units that are members of complex, multiethnic, 
political and economic alliances. 

Meanwhile, the Euro-enthusiasm felt by most 
citizens and elites in most western Balkan states 
is not reciprocated by large segments of the EU 
public. In fact, recent Eurobarometer survey data 
indicate that EU citizens give (narrow) majority 
support to the accession of only Croatia, the most 
economically advanced country in the region. 
Skepticism toward other states in the Balkan re- 
gion is quite high, especially with regard to Ko- 
sovo, Albania, and Serbia. Even Croatia’s hopes to 
conclude its entry into the EU during 2009 were 
derailed in the fall of 2008 as a result of a border 
dispute with Slovenia—a neighboring country 
that is already a member of the EU. 

Such sentiments must be considered alongside 
the fact that the EU enlargement process, in both 
Brussels and in the western Balkans, has been an 
elite-driven enterprise. And elected elites, both 
within and outside the. EU, must consider the 
views of their constituents. 
This is especially true after 
the EU's recent failures to 
establish a more cohesive 
and activist organizational 
framework (for example, 
the summer 2008 defeat in 
Ireland of the revised Lis- 
bon Treaty). 

The current financial and economic crises are 
influencing opinion as well. The EU's failure to re- 
form its own institutions has made political elites 
in member states more keenly aware of challenges 
to the EU's "integration capacity"—and especially 
of the need for improved communication strategies 
between leaders and publics regarding the virtues 
of the enlargement process in the western Balkans. 


CAN CROATIA AND SERBIA FIT IN? 


Popular and elite judgments within EU mem- 
ber states as to whether the union should continue 
to enlarge, and according to what schedule, are 
of course critically influenced by developments 
within individual western Balkan states. Croatia's 
entry into the EU, for example, will be influenced 
not only by the EU member states' (generally posi- 
tive) evaluations of the country, or -by Croatia's 
recent border issues with Slovenia, but also by its 
success in overcoming specific domestic.deficien- 
cies that the EU has identified. | 





The credibility of the entire EU 
foreign policy and security project is 
on the line in the western Balkans. 
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Difficulties related to corruption, judicial de- 
velopment, and organized crime (such as the 
2008 mafia-related assassination of a prominent 
journalist, as well as assaults against and intimi- 
dation of other reporters) are among the coun- 
trys continuing challenges. Moreover, Croatia 
still lags its EU counterparts in establishing fully 
liberal and civic political cultures that can sup- 
port a viable and sustained democratic order. The 
same is true of Macedonia, which like Croatia 
is an official EU candidate for accession, as well 
as of the western Balkan states that have been 
deemed "potential candidates." 

A 2006-2007 “Quality of Life" survey prepared 
by the European Foundation for the Improvement 
of Working and Living Conditions, for example, 
found that Croatia has a much higher level of in- 
tergroup tension than exists in the EU member 
states. Tensions between the rich and the poor are 
more pronounced than are interethnic tensions— 
a situation that may be explained in part by the 
country's Serb minority being smaller today than 
it was before the war of the early 1990s. 

But the changed nature 
-of political cleavages in 
Croatia is also attribut- 
‘able to the fact that top 
leaders (such -as Prime 
Minister Ivo Sanader. and 
‘President Stjepan Mesic) 
. have endeavored to devel- 
op a new “paradigm of patriotism” that includes 
intergroup tolerance and support for: minority 
rights. As EU members contemplate the future of 
enlargement vis-a-vis Croatia, they will wonder 
just how deeply embedded and potentially dis- 
ruptive the remnants of illiberalism and nation- 
alism.actually are in the country—and also in 
the region’s other nations. l 

Each western Balkan country has its ówn place 
in the EU queue and its own unique challenges— 
and Serbia's challenges are among the most sig- 
nificant. Until mid-2008, Serbia was notable in 
the region for its delayed pattern of moderniza- 
tion and its striking democratic deficit, conditions 
that derived from the country’s deeply entrenched 
conservatism, radical nationalism, and residual 
authoritarianism. 

Sharp political and leadership-related divi- 
sions in the country, along with several antag- 
onistic:. value patterns—traditional, socialist, 
post-socialist, postmodern—slowed reform ef- 
forts and also Serbia’s progress in the EU acces- 
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sion process. In May 2008, when the Democratic 
Party-led coalition known as “For a European 
Serbia" (made up of several reformist parties) 
won an electoral victory, this appeared to signal 
a breakthrough toward a less nationalistic and 
more EU-oriented attitude. 

A number of signs of positive change followed 
the 2008 election, including the arrest of indicted 
war criminal Radovan Karadzic, the partial trans- 
formation of the Socialist Party (which once was 
Milosevic's party) and its incorporation into the 
new government, and the breakup and weakening 
of the highly nationalistic Serbian Radical Party. 
Nevertheless, it remains to be seen whether such 
developments can really provide an impetus to- 
ward a broader and sustained national consensus 
on liberal values and democratic consolidation. - 

Alhough Serbia was able to sign a Stabilization 
and Association Agreement (SAA) with the EU just 
before the May election (a factor in the success 
of the prodemocratic forces), important outstand- 
ing issues still trouble some EU states about. the 
“new” Serbia. The Netherlands, for example, feels 
very strongly that Serbia must apprehend General 
Ratko Mladic, another war crimes fugitive, before 
the SAA comes into force. Other EU countries are 
more concerned with the Kosovo question. 


KOSOVO IS COMPLICATED 

For over six centuries the destinies of Serbia 
and Kosovo have been inextricably linked. In the 
post-2000, post-Milosevic period, Serbian political 
forces have been almost uniformly opposed to the 
idea that Kosovo's status might be changed. from 
that of a United Nations—run protectorate to an 
independent state. (Kosovo has technically been 
part of Serbia under UN Security Council Resolu- 
tion 1244, which was adopted in 1999 following 
the American-led NATO war with Serbia.) Kosovo's 
unilateral declaration of independence in Febru- 
ary 2008 reignited Serbian emotions regarding 
Kosovo, although it did not seem to influence the 
outcome of Serbia's election, in which the most 
strident nationalists and populists were defeated. 

For Kosovo, the quest for recognition of its 
sovereignty is proving to be protracted. Only 53 
countries had recognized Kosovo's independence 
by early 2009 (including 22 of the 27 EU mem- 
ber states) and its status and sovereignty.remain 
confused. Originally, many in the international 
community hoped that as Kosovo navigated its 
transformation from a UN protectorate into a 
country with full sovereignty, a new EU mission 


focusing on legal.assistance (EULEX) would en- 
tirely replace the interim UN International Mis- 
sion in Kosovo (UNMIK). 

But Serbia’s opposition to that plan (which 
was negotiated by former UN diplomat Martti 
Ahtisaari) is widely considered justified because 
of the need to protect the remaining Serbs living 
in Kosovo— principally, in the predominantly 
Serb enclave of Kosovska Mitrovica. The result 
in early 2008 was UN support for a continued 
but scaled-down UNMIK that shared power with 
EULEX. This mixed transitional arrangement, 
which was arrived at with the strong support of 
the Russian Federation, constituted a victory of 
sorts for Belgrade. 

Technically, EULEX is controlled by Brussels, 
but it is also under the continued aegis of UNMIK. 
With the Serb enclaves in Kosovo controlled by 
parallel authorities, and the predominantly eth- 
nic Albanian Kosovo government now proclaim- 
ing its sovereignty, the new situation involves a 
multiplicity of competing jurisdictions (including 
a NATO military force, a new Kosovo military for- 
mation, Kosovo police, and so forth). This frag- 
mented pattern of authority leaves Kosovo stalled 
in a new interim status, which is very likely both 
to impede the polity's economic and political re- 
form and to invite episodic violence. (A number 
of such incidents occurred at the end of 2008 and 
in early 2009.) 

In these circumstances, ethnic relations be- 
tween Kosovo's Albanians and Serbs have shown 
little sign of improvement. A November 2008 poll 
by the UN Development Program indicated, for ex- 
ample, that 73 percent of Kosovo's Serbs believed 
they were “somewhat” or “very” unsafe on the 
streets. Only 14 percent of Albanian respondents 
shared that view of personal safety. 

The ethnic situation, along with corruption, 
organized crime, and problems of administrative 
capacity, has placed Kosovo at the end of the west- 
ern Balkan accession queue. The additional issue 
of whether Serbia may be permanently denied en- 
try into the EU until Belgrade recognizes Kosovo's 
sovereignty—and recognition would be political 
suicide for Serbian politicians—also complicates 
the regional situation. 


BOSNIA AND BEYOND 

Ethno-political divisions, as in Serbia and Ko- 
sovo, have impeded political cohesion in both 
Bosnia and Macedonia. In Bosnia, 13- years of ef- 
fort by the international community have failed to 


create state cohesion and a sense of Bosnia-wide 
identity. Nor has the country overcome its politi- 
cal paralysis or loosened its deadlocked reform 
process. And relations among leaders of Bosnia’s 
three major ethnic communities (Muslims, Serbs, 
and Croats) remain poor. 

A new constitutional settlement that might 
lessen the ethnic segmentation included in the 
1995 Dayton peace accord has also eluded do- 
mestic and foreign decision makers. Indeed, in 
2006 and 2008 elections, a new generation of 
Bosnian politicians renewed the appeal of ethnic 
nationalism. As a result, factors favoring ethno- 
religious identity have trumped pan-Bosnia no- 
tions of citizenship. 

Considerable blame for the polarized political 
situation in Bosnia can be assigned to the policies 
and political saber rattling of the Bosniak leader, 
Haris Silajdzic, and Milorad Dodik, the prime 
minister of the Republika Srpska (the Serbian 
Republic, a political entity within Bosnia). Both 
politicians have engaged in overheated political 
rhetoric, and at times they 
have closely collaborated in 
order to consolidate their re- 
spective bases of power. 

In recent years, the politi- 
cal forces within each of the 
three major ethnic commu- 
nities have also been highly 
fragmented—even within 
the small and politically marginalized Croat com- 
munity. And although members of Bosnia’s politi- 
cal class persistently profess their commitment to 
democracy, the dynamics of political life in the 
country have tended to encourage intergroup mis- 
trust and non-civic or ethno-nationalist values. 

The EU finally signed an SAA with Bosnia in 
2008, and has encouraged Bosnia's politicians 
to become more tolerant and compromising. But 
the EU's efforts within the country have met with 
little or excruciatingly slow success. As the EU 
High Representative to Bosnia observed in Oc- 
tober 2008, “No politician will dare speak up 
against the EU. But the people should become 
aware that nationalist politicians are an obstacle 
to EU membership .. . [and] send them packing. 
But such a change in mind has not yet been re- 
flected in elections." 

In Macedonia as well, significant challenges 
have hindered the development of a modern, civ- 
ic, and democratically oriented value structure 
among political leaders. Since the implementation 





The global economic crisis has 
seriously complicated the already 
complex challenges facing 
the western Balkan states. 
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of the Ohrid Framework Agreement, which in 
2001 ended fighting between the country's ethnic 
Macedonians and. Albanians, there has been sig- 
nificant improvement in interethnic cooperation 
and in protection for the ethnic Albanian commu- 
nity. But considerable interethnic mistrust contin- 
ues, and politics in the country still revolves pri- 
marily around “an ethnic axis” rather than around 
civic notions of shared values. 

In contrast to Bosnia—where state cohesion 
is tenuous, and where the leaders of large eth- 
nically dominated territorial entities offer the 
federal government very little legitimacy—elite- 
level conflict in Macedonia does not seriously 
threaten the routine operation or existence of the 
state. The potential for violence in Macedonia 
has diminished considerably since.2001. Indeed, 
leaders from the two major ethnic groups have 
pledged support for implementing the letter and 
spirit of the Ohrid accord. 

In practice, however, system-supportive be- 
havior in Macedonia is rather shallow and in- 
consistent. Leaders of major 
parties still typically seek 
advantage from the “eth- 
nicizing” of routine policy 
discourse, even though— 
unlike in  Bosnia—inter- 
ethnic bargaining has also 
achieved breakthroughs 
in decision making. Intra- 
Albanian violence that occurred during Mace- 
donia's 2008 election demonstrates the country's 
continued vulnerabilities and its susceptibility 
to radicalization and instability. New elections 
scheduled to take place in 2009 will test the 
progress toward reform. 

‘Meanwhile, a dispute concerning Greece’s 
continued objections to the state’s constitutional 
name, “The Republic of Macedonia,” has not only 
wasted time and energy but has also complicated 
Macedonia’s prospects for joining the EU. The dis- 
pute recently led to a Greek veto of the country’s 
accession to NATC. 

Montenegro's application in late 2008 for can- 
didate status in the EU accession process reflects 
that country's rapid progress—aiter some c 
years of independence—on a SE ut 
the state's ability to sever its bog USES Xa 


process that began in a politica} Série at thè end. 
of the 1990s) has not been pap s 


2008EU Com 
cuiii, 


one TÉ P? 


success in several other areas (AS 
mission progress report on 


128 * CURRENT HISTORY * March 2009 


out, the country suffers from serious problems in 
the areas of judicial development, corruption, and 
organized crime. 

Prime Minister Milo Djukanovic continues to 
enjoy considerable popularity in Montenegro. But 
the length of his tenure—he and his Democratic 
Party of Socialists have been in power since the 
early 1990s—-has contributed to an intense po- 
liticization of the administrative apparatus, not 
to mention of the media. Such limitations on 
pluralism mean that democracy in Montenegro 
must still be tested by a fundamental experi- 
ence in succession of leadership and political 
parties—and not just a temporary sabbatical 
from political power on Djukanovic's part, as oc- 
curred recently. 

Albania shares many of the deficiencies in le- 
gal development and anticorruption efforts that 
have afflicted the other western Balkan countries. 
And although Albania signed an SAA with the EU 
in 2006, constructing a democratic political cul- 
ture in the country remains a challenge. Albania 
is spared the ethnic and religious polarization 
of its neighbors, but deep divisions within its 
political class (and also between its two major 
political parties) have undermined the creation 
of what the EU Commission has termed a “cul- 
ture of dialogue" that would permit the country 

o "function effectively" In 2008, Albania made 

impressive progress in improving its electoral 
procedures. But the new voting system, which 
aims to prevent the serious manipulation that 
occurred in earlier elections, will only be tested 
for the first time in 2009. 


ECONOMIC MELTDOWN 


The global economic crisis has seriously com- 
plicated the already complex challenges facing 
the western Balkan states in terms of both their 
troubled domestic evolution and their likely op- 
portunities to gain membership in the EU. As 
Olli Rehn, the European Commission member 
responsible for enlargement, commented in De- 
cember 2008, “The context in which we are dis- 
cussing EU entry today i is very different from just 
a few months ago." 

The economic downturn has e the west- 
ern Balkans along two major dimensions. First, 
the downturn has compelled EU member states to 
concentrate on their own pressing domestic dif- 
ficulties. In particular, EU elites and publics have 
been forced to revisit whether they can afford the 
costs of both EU enlargement and a more central- 


ized and activist union. Second, the economic 
slowdown within the Balkan states has the poten- 
tial to disrupt these countries’ reform programs— 
programs that are in large part conditioned by the 
EU accession process. 

These two factors are, of course, interrelated. 
Thus, some observers have suggested that the cur- 
rent financial convulsion might force a retrench- 
ment of the entire EU commitment to democracy 
promotion and a rollback in the use of its much 
touted “soft power” in advancing liberal values. 
Potentially, such a development could reduce EU 
expenditures and transformational efforts in the 
western Balkans, and even lead to a slowing of the 
anticipated enlargement schedule. The enlarge- 
ment calendar has in any event always been very 
loose and contingent on regional developments 
both within and outside the EU. 

Even before the potential consequences of the 
ongoing economic crisis had become clear, a re- 
port by the European Parliament (adopted after 
the Irish defeat of the Lisbon Treaty provisions) 
had concluded that the union should devote more 
attention to its internal cohesion before accepting 
new members. Western Balkan elites, aware of the 
EU’s more introspective impulses, have prudently 
begun to dial down their rhetoric and entreaties 
regarding accession possibilities. 

“We have to take into account what is going on 


in the EU,” Albania's foreign minister observed, 


for example, in December, referring to the finan- 
cial crisis and to the difficulties of ratifying the 
Lisbon treaty changes. All the western Balkan 
states have become painfully aware that the EU 
is now more closely monitoring their progress, 
and that Brussels is likely to be less sympathetic 
to outside pressure concerning new membership 
in the union. 

Within the Balkan region, the global economic 
slowdown has diminished resources and changed 
attitudes about what can realistically be accom- 
plished domestically. “The effects of the . . . glob- 
al crisis seem about to hit us hard,” said Serbia’s 
prime minister near the end of 2008. “This is a 
kind of crisis none of us has seen in our lives,” he 
added, as he was forced to scale back Serbia’s fed- 
eral budget and engage in the same kind of belt- 
tightening already begun in neighboring states. 

Western Balkan leaders, confronted with the 
prospect of declining foreign investment, dimin- 
ished credit availability, and shrinking markets 
for the region's exports, now face likely declines 
in their countries growth rates for 2009, and 


also the possibility that popular dissatisfaction 
may increase as unemployment rises. The Euro- 
pean Bank for Reconstruction and Development, 
for example, recently projected Serbia’s 2009 
growth at 2 percent. That would be less than a 
third of the country’s GDP growth in 2008. Simi- 
lar slowdowns are projected for Bosnia, Croatia, 
Macedonia, and Montenegro. 

For an impoverished area such as Kosovo— 
which already has an unemployment rate of 45 
to 50 percent and where roughly 30,000 young 
people enter the job market each year—the pros- 
pect of declining growth, and also of a decrease 
in the number of active small businesses, is very 
worrisome, particularly in view of the new coun- 
try’s interethnic problems. Albania, meanwhile, 
will likely see a slowdown in remittances from the 
more than 700,000 Albanians who work abroad, 
and who are critical to sustaining the country’s 
already weak economy. 

Karl Schwarzenberg, the Czech foreign minis- 
ter, said recently that his country, as the current 
holder of the EU presidency, 
hopes to prevent the post- 
ponement of the EU’s inte- 
gration of new countries. 
But he also admitted that 
“people in Europe will in- 
sist, out of fear of losing their 
jobs, that EU enlargement to 
western Balkan countries be 
postponed.” And he warned Serbia in particular 
that Belgrade must apprehend General Mladic and 
cooperate fully with The Hague Tribunal, though 
he conceded that “this problem is partially being 
abused to postpone the EU enlargement until [an] 
undefined future.” 

Of course, some western Balkan leaders will 
use the economic downturn to question the EU's 
credibility in offering guidance to their region, 
and to rationalize going their own way on vari- 
ous matters. As Dodik, the Republika Srpska’s 
prime minister, quipped in January 2009, “We 
extol international officials far too much. If they 
were such experts, they would not be having the 
global financial crisis. All their advice about the 
economy is called into question precisely in their 
own countries.” 


THE RISK OF BACKSLIDING 

The world economic crisis has already created 
a measure of anxiety in both EU member states 
and in the countries of the western Balkans re- 





The Euro-enthusiasm felt by most tbe 
citizens and elites in most western 
Balkan states is not reciprocated by 

large segments of the EU public. 
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garding European integration prospects. Over 
the years, the EU has made an enormous invest- 
ment in the political and socioeconomic trans- 
formation of the western Balkans. It currently 
has active administrative responsibilities in both 
Bosnia and Kosovo. 

Thus, the credibility of the entire EU foreign 
policy and security project is on the line in the 
western Balkans. Should the EU not move ahead 
in a timely way with the enlargement process, or 
should it permit any substantial unraveling of the 
progress that has already been made in the “Eu- 
ropeanization" of the western Balkans (broadly 
understood as the adoption of Euro-Atlantic-type 
institutions and values), the union would un- 
doubtedly pay a very high price. 

General EU anxiety is already apparent as a 
result of the 2008 conflict between Georgia and 
Russia. Álso, realization is increasing that Prime 
Minister Vladimir Putin is propelling his coun- 
try in a yet more nondemocratic, more militant, 
and less cooperative direction (a trend accentu- 
ated by the energy delivery 
crisis of January 2009). As 
economic downturn 
has intensified this year, 
Brussels has become even 
more concerned that, dur- 
ing a time of diminished 
resources, the EU faces new 
dangers and patterns of in- 
stability in the European countries outside the 
EU that began their post-communist transitions 
some two decades ago. 

Throughout the western Balkans, formidable 
challenges.to economic reform and democratic 
consolidation threaten to reawaken old prob- 
lems and reinforce negative tendencies. For ex- 
ample, Kosovo and the arc of Albanian minority 
communities in southern Serbia, western Mace- 
donia, and southeastern Montenegro are poten- 
tially volatile. 

Serbia’s economic flirtation with Russia and 
with Moscow's planned South Stream pipeline 
project also raises the specter in Western capi- 
tals, and in certzin quarters of Serbia's govern- 
ing democratic coalition, of Belgrade's possible 
reorientation toward the East. Serbia, which im- 
ports 90 percent of its gas from Russia, has al- 
ready completed the sale of a majority stake in its 
principal gas company to Russia's energy giant 
Gazprom (although the unreliability of Russian 
gas deliveries in early 2009 may increase the un- 
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popularity of the project, and potentially even 
lead to its scuttling). . 

Strong centrifugal tendencies in Bosnia also 
cast doubt on the irreversibility of the post-Dayton 
transition in that country. A 2008 Gallup opinion 
survey revealed very little enthusiasm for war in 
the western Balkan states, or popular expectation 
that such violence might occur. But rapidly chang- 
ing economic circumstances present dangers to the 
region, and a sudden shift in the political climate 
might unleash demagogic, populist, and national- 
ist mobilization. 

In the worst-case scenario, an outbreak of wide- 
spread popular dissatisfaction, violence, or radical 
nationalism could—especially if these factors are 
combined—generate the conditions for state failure 
in some cases. Hopefully, moderate leadership and 
continued external assistance, even at a somewhat 
reduced level, can help to prevent such chronic un- 
rest and instability. But serious postponement of 
the EU enlargement process, after so many years 
of anticipation in the western Balkans, might also 
lead to serious erosion of support for democratiza- 
tion and free market reforms (ideas not altogether 
popular in the Balkans in the best of times). 

Indeed, should economic conditions cause the 
EU accession process to’ be significantly post- 
poned, the most likely outcome would be politi- 
cal drift that could lead to a resurgence of tradi- 
tional western Balkan patterns of weak states and 
fractured societies. These patterns could include 
mixed regimes and defective democracies that are 
neither fully authoritarian nor really democratic. 
Avoiding such a scenario on the borders of the EU 
will depend on forward-looking leaders, sophisti- 
cated policies, and patience both within Andi out- 
side the Balkans. 


AMERICA TO THE RESCUE? 


The EU will certainly welcome the renewed em- 
phasis on transatlantic ties that is expected from 
the administration of Barack Obama. Enhanced 
US-EU cooperation, and joint assistance for the 
western Balkans, would most likely help to pre- 
vent the region's regression and underpin its fur- 
ther modernization and democratization. 

On the other hand, ham-handed American pres- 
sure on specific states, such as Serbia—which is 
sometimes still treated as an unredeemable villain 
in the area—would prove counterproductive for 
the region's progress. So would playing favorites 
with other polities, such as Kosovo, that in the past 
have relied heavily on the United States. (This is a 
policy proclivity of certain self-proclaimed Balkan 
experts in Washington.) 

The new US administration should work closely 
with the EU to encourage all the western Balkan 
countries to embrace Euro-Atlantic values and 
pluralistic coexistence. It can be expected that 
conditions in the western Balkans will be over- 
shadowed by events in crisis zones around the 
world, but the region remains strategically im- 
portant, and its success is critical to achieving the 
goal of an undivided Europe. 

International and EU decision makers appear 
committed to continuing the transformative ef- 
forts that, through the EU and NATO enlargement 
processes, they have authored in southeastern 
Europe in recent years. But, as of early 2009, the 
stability and strength of the western Balkans— 
along with those of most other parts of the world, 
including the advanced capitalist democracies— 
depend on the recuperative power of a global 
economy that is now undergoing a crisis whose 
contours are still ill defined. B 
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Can Europe Catalyze Climate Action? 


JASON ANDERSON 


ombating climate change is frequently 

cited as the preeminent global environ- 

mental challenge we now face. Success- 
fully averting the worst effects of global warm- 
ing will require technical, political, economic, 
and social changes of a kind never seen before, 
and will put political will severely to the test. 
For its part, the European Union has considered 
itself a leader in climate policy for nearly two 
decades—both in developing domestic emis- 
sions reduction measures and in pushing for- 
ward global agreements in the United Nations. 
` This leadership has been particularly evident 
during the past eight years, as the United States 
has stood on the sidelines. 

However, in the face of evidence that the 
world's greenhouse gas emissions are reaching 
levels that will require a far more significant and 
globally coordinated response, the test of leader- 
ship is really only beginning. The United States, 
China, and other big emitters from both the de- 
veloped and developing worlds will all have to 
play major roles, and each country will assert its 
prerogatives and priorities. Europe, representing 
only a portion of the global economy and green- 
house gas emissions, and subject to its own in- 
ternal pressures and political dynamics, has a 
limited reach. But it can hope to play the role of 
catalyst for global resolve, based on the strength 
of its ideas, its financial assets, the moral author- 
ity of its own domestic actions, and its history of 
engagement with climate change. 

It was largely thanks to the efforts of the EU 
and its member states that international climate 
change policy in the past decade escaped irrele- 
vance, albeit narrowly. The 1992 UN Framework 
Convention on Climate Change (UNFCCC) had 
established general goals that would never have 
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led to action without a more specific protocol that 
included defined targets. 

That protocol emerged in 1997 in Kyoto, Ja- 
pan, in an eleventh-hour agreement that con- 
tained numerous holes that had to be filled before 
ratification could occur. Slogging through the 
details took another three years, during which 
time it became apparent that a sword hung over 
the entire endeavor. The US. Congress declared 
the Kyoto Protocol-dead on arrival; the Bush ad- 
ministration delivered what could have been the ` 
coup de grace when it pulled out of the Kyoto 
process entirely. 

Thus the international climate change accord 
was badly limping and rather aged by the time it 
stumbled over the finish line, propped up by the EU, 
to enter into force. The EU and its member states 
invested considerable political capital in convinc- 
ing the required number of countries to ratify the 
Kyoto Protocol, including large states like Japan 
and Russia. The latter, in exchange for backing the 
protocol, reportedly received support for its ambi- 
tion to join the World Trade Organization. 

Part of Europe's enthusiasm for Kyoto had to do 
with its already long history of climate policy mak- 
ing, which finally culminated in the protocol’s rati- 
fication. The UN process in fact had been the driv- 
ing force behind European states’. domestic global 
warming initiatives. But the irony of Kyoto’s pain- 
ful and difficult implementation is that the accord 
was meant to be just a first, modest step in a se- 
ries of increasingly ambitious commitments: Over 
the years, dire predictions from climate scientists 
have more than kept pace with evolving political 
will, becoming ever more alarming and putting 
increased pressure on negotiators to take bolder 
steps in the future. So the parties to the UNFCCC 
and the Kyoto Pretocol have become mired in even 
more complex negotiations than before, with par- 
ties attempting to nail down commitments com- 
mensurate with the task ahead. 
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The United States under the Bush administra- 
tion continued to sit on its hands while Europe 
pushed forward with both domestic action and 
international engagement. Today, however, a tec- 
tonic.shift in climate change policy may be under 
way. Europe’s latest package of policy revisions 
has revealed cracks in the EU as it strains to push 
forward climate policy in advance of an interna- 


tional deal, and as new member states bring new | - 


concerns to the table. Meanwhile, the 2008 presi- 
dential election in the United States heralded a 
dramatic shift in America’s direction, with Barack 
Obama making a commitment to international ac- 
tion on climate change in just his second public 
address following the election. 

The question now is whether and how a new 
wind can blow through the UN talks. The flavor 
of the current negotiations can be inferred from a 
discussion at a December 2008 UN climate confer- 
ence that focused on ways to reduce global warm- 
ing emissions from deforestation in developing 
countries. A crucial and controversial issue, de- 
forestation’s effect on climate change has been the 
subject of significant analytical thinking over the 
past couple of years. According to a report from 
the conference: “Extended consultations focused 
on the presence of a semicolon in text recom- 
mending methodological guidance. . . . The final 
text included a comma in place of a semicolon, a 
move many interpreted as a small victory.” 

The image of a fiddler amid smoldering ruins 
comes to mind—an image the negotiating par- 
ties will have to work extremely hard to counter 
in 2009. | 


THE PROGRESS IS REAL 


The UNFCCC requires signatories to avoid 
“dangerous anthropogenic interference with the 
climate,” but it does not specify how to translate 
the obligation into firm goals. The EU—through 
various statements by the European Council, 
Commission, and Parliament—has arrived at a 
working interpretation, according to which the 
world should avoid global warming that EHE 
2°C above preindustrial levels. 

` This goal implies far lower emissions of the car- 
bon gases that contribute to global warming than 
are now being produced. Indeed, the goal implies a 
radical break with business as usual. The most re- 
cent scientific assessments suggest that the world 
is currently exceeding even the top range of previ- 
ous predictions for global warming. We could be 
on course for a disastrous 6°C increase. 


Europe's ambition to see the world agree to 
large emissions cuts for the future means that 
it has to act successfully at home. This starts 
with meeting its commitments under the Kyoto 
Protocol. The EU committed under the accord 
to reducing its greenhouse gas emissions to 8 
percent below 1990 levels on average during a 
"commitment period” of 2008-2012. This ob- 
ligation encompasses the EU-15 (that is, the 15 
member states that constituted the union before 
it began its recent enlargement in 2004) and all 
of the union’s new member states except Poland 
and Hungary, which are committed to 6 percent 
under 1990 levels. 

One often hears that the EU is off track in 
meeting its targets, but this is not entirely true. 
Individual European countries do face difficul- 
ties. And emission targets will not all be achieved 
within the EU itself. But flexible mechanisms 
provided under the Kyoto Protocol allow treaty 
parties to meet their obligations partially through 
emissions-reducing offset projects in developing 
countries. By taking advantage of these provi- 
sions—originally advocated by the United States, 
where much of the current skepticism about Eu- 
rope paradoxically now originates—the EU ap- 
pears likely to meet or exceed its targets. 

The most recent emissions report from the Eu- 
ropean Environment Agency (released in 2008, 
based on data through 2006) indicates that total 
greenhouse gas emissions for the EU's 27 mem- 
ber states fell 0.3 percent between 2005 and 2006, 
ending up 7.2 percent below 1990 levels. 

Isolating the “old” EU-15 member states that 
are required to meet a collective target under Kyo- 
to, total emissions fell 0.8 percent between 2005 
and 2006, and were 2.2 percent below 1990 levels. 
Drawing a straight line from 1990 to the central 
point of the Kyoto commitment period, 2010, EU- 
15 emissions remain above the emissions trajec- 
tory this line describes. But factoring in newer 
policies whose effect should soon be felt, both the 
EU-15 and the EU-27 as a whole are likely to meet 
Kyoto targets in the 2008-2012 period, relying 
heavily on emissions reductions in Germany, the 
United Kingdom, and new member states. 

In the EU-15 it is clear that several countries are 
challenged by their burden-sharing targets for the 
commitment period: Spain, Italy, and some others 
are woefully behind. However, assuming that the 
EU can redistribute efforts between leaders and 
laggards, as well as continue to tap into offsetting 
project credits from the developing world, Europe 


should meet its emissions reduction targets with a 
couple of percentage points to spare. 


INNOCENCE AND EXPERIENCE 

That Europe is within striking distance of its 
Kyoto targets is not simply a matter of historical 
coincidence. To be sure, the UK's switch from coal 
to cleaner gas power plants in the 1990s, and Ger- 
man reunification and the resultant moderniza- 
tion of eastern Germany's industry, had important 
climate impacts. Yet the EU, both collectively and 
at the member state level, has considerable and 
long-standing experience debating, agreeing on, 
and implementing climate-related policies. 

Ás early as 1986, the European Parliament ad- 
opted a resolution on climate change, and in 1988 
the European Commission published its first 
communication on the subject. European Coun- 
cil action followed in 1990, with a political agree- 
ment to stabilize carbon dioxide (CO2) emissions 
at 1990 levels by 2000. This became the voluntary 
goal under the UNFCCC two years later. Follow- 
ing this commitment came European initiatives 
on energy efficiency label- 
ing, promotion of renew- 
able energy, a monitoring 
mechanism for green- 
house gas emissions, and 
an attempt to enact a car- 
bon and energy tax. 

The signing of the 
Kyoto Protocol proved the main catalyst for pol- 
icy development. First came a “Burden Sharing 
Agreement” in 1998 to share progress toward the 
EU-15’s collective target of 8 percent below 1990 
emissions levels. Under this agreement, some 
countries (Germany, Denmark, and Luxembourg, 
for instance) faced reduction commitments of at 
least 20 percent during the commitment period. 
This left room for continuing increases in emis- 
sions of at least 13 percent each for lower-income 
countries with high growth, including Spain, Por- 
tugal, Greece, and Ireland. 

Later came policies to help reach these re- 
ductions, developed through the European Cli- 
mate Change Program, launched in 2000. This 
program relied heavily on consultation between 
EU officials and stakeholders from industry, na- 
tional officials, nongovernmental organizations, 
and independent experts. Together the policies 
had an estimated cost-effective potential (with 
cost-effectiveness defined as costing less than 20 
euros per ton of CO») to reduce emissions by the 





Europe's climate policy initiatives 
are coming at a particularly active 
time in the development of the union. 
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equivalent of 664 to 765 million tons of carbon 
dioxide by 2012. This was more than twice the 
estimated reduction required to meet the EU's 8 
percent Kyoto reduction target. The policy rec- 
ommendations in turn led to a set of official pro- 
posals released over the following three years 
that covered a variety of means for reducing car- 
bon emissions, including fluorinated gases, bio- 
fuels, and stricter efficiency standards. 

Foremost among the measures agreed upon was 
the EU Emission Trading Scheme (ETS), adopted 
in October 2003 by the European Parliament and 
Council. Under the ETS, carbon dioxide emissions 
from large sources like power plants and factories 
are capped, and facilities must have emissions al- 
lowances equal to their annual emissions. If they 
emit more than they have been allocated by the 
government, they must buy allowances on the car- 
bon market; if they emit less, they can sell their al- 
lowances. They may also use project-offset credits 
from other countries for a portion of their needs. 

The ETS mandated two trading periods, in 
2005-2007 and 2008-2012. The latter is con- 
current with the Kyoto 
Protocols commitment 
period, so the trading 
scheme fits integrally into 
each member state's and 
the EU's overall compli- 
ance with burden sharing 
targets and the protocol. 
The 2005-2007 period was therefore seen as 
something of a trial run for the later period. And 
the trial had its share of difficulties. Even so, the 
system got up and running quite quickly, over- 
coming a number of obstacles both political and 
practical. It is the first permit trading system of 
its kind in the world, and there was always recog- 
nition that there would be hiccups—particularly 
in the 2005-2007 trading period. | 

Warnings had long been issued that emissions 
permits allocated by the national governments to 
their industries were overly generous, so that vir- 
tually no reason existed to buy and sell permits or 
enact emissions reduction measures. Still, when 
verified 2005 emissions reports were released 
in 2006, the over-allocation was made plain and 
shocked the market. Carbon permit prices plum- 
meted as a result from over 15 euros per ton to 
less than 5 euros per ton. By the end of the pe- 
riod, they had sunk to less than 1 euro per ton. 
However, with the market anticipating stricter al- 
location rules in the second period, permits for 


134 * CURRENT HISTORY * March 2009 


the 2008-2012 period had already been trading 
in the previous period at above 12 euros per ton. 
Through the first months of the new period prices 
rose quickly to stand in the mid-20s. 

These were more than just birth pains. The 
process of setting allocations at the national 
level, and the results of that process, highlight 
the flip side of the image of emissions trading as 
friendly to both the environment and industry. 
In fact, allocation setting is fraught with techni- 
cal difficulty and tough political choices. It is a 
process in which industry holds more informa- 
tion than regulators, and in which national gov- 
ernments can produce projections of emissions 
needs that use opaque methodologies designed 
to protect their industries. 

The EU gleaned lessons from the over-allocation 
of allowances in the first trading period. In the 
first place, with verified data now in hand, it was 
no longer necessary to speculate about historic 
emissions of covered facilities. Nevertheless, in 
their 2008-2012 national allocation plans, many 
member states still gave generous allocations of 
emissions permits, often 
claiming the need to allow 
for continued industrial 
growth. The European 
Commission approved all 
but four national alloca- 
tion plans under the con- 
dition that total allocation 
levels would be cut 10.5 percent below what was 
requested. 

Perhaps most remarkable was the position of 
new member states. Latvia, Lithuania, Malta, and 
Slovakia, for example, collectively proposed caps 
that were fully 87 percent above 2005 verified 
emissions. The European Commission cut these 
proposals back to allow a rise of 23 percent. 

It remains to be seen whether second-period 
permit allocations will be low enough to spur in- 
novation and emissions reduction efforts, which 
most people agree was not the case in the first pe- 
riod. Given the global economic downturn, emis- 
sions will certainly fall because of decreasing eco- 
nomic activity, and market prices for allowances 
are down to around half of what they were until 
mid-2008. Until that point, there was the expec- 
tation of real scarcity in allowances, providing a 
solid price signal. 

The variation we are currently experiencing in 
economic activity—with any luck, a short-term 
variation—highlights one of the failures of emis- 


Europe's leadership in climate change 
policy has been nearly uncontested 
internationally over the past eight years. 


sions permit trading as a motor for decarboniza- 
tion: Allowance prices are an unsteady driver of 
innovation and investment. Downturns and un- 
certainty can delay the structural changes needed 
to reduce reliance on the burning of fossil fuels. 


MAKING CLIMATE POLICY 

In December 2004, the EU's Environment 
Council reiterated its position that global warm- 
ing should be limited to a maximum of 2°C. The 
Council set a target of 15 to 50 percent below 
1990 emissions levels for the world, which, it 
argued, would translate to around minus 50 to 
80 percent in developed countries if developing 
nations were to be given room to increase their 
carbon emissions. In March 2005 the Council 
suggested that, by 2020, developed countries re- 
duce their carbon emissions by up to 30 percent 
from 1990 levels. 

In February 2005 the European Commission 
issued a communication entitled "Winning the 
Battle Against Global Climate Change," which 
described four challenges. The climate challenge 
reflects the need to limit 
global warming to 2?C 
or less, underlining the 
commitment made by 
the European Council 
and representing the first 
clear commitment to that 
goal by the commission as 
well. The participation challenge aims to get more 
high-emitting countries involved in mitigation 
commitments, notably developing countries, but 
implicitly the United States as well. 

The innovation challenge refers to the need to 
enhance both the “pull” and “push” that lead to 
technological change. Europe has been leading 
in the “pull” of climate policy through emissions 
trading and other actions, but lags behind in the 
“push” of technology research and development. 
Finally, the adaptation challenge reflects the need 
to adapt to the climate change that the world al- 
ready is seeing, and of which it will see more in 
the future. Because of inertia in the climate sys- 
tem, global warming and some attendant effects 
will occur whether or not future mitigation of car- 
bon emissions is successful. 

At the same time, the EU developed plans for do- 
mestic policies that would put Europe on track to 
meet its established commitments through 2020. 
These culminated in a European Parliament vote 
on December 17, 2008, that formally adopted six 


legislative proposals on climate change and energy. 
The headline commitment for Europe is a unilat- 
eral 20 percent reduction in greenhouse gas emis- 
sions by 2020, with the possibility of a 30 percent 
cut if a suitable international treaty to follow Kyoto 
is negotiated. In addition, there is a binding com- 
mitment to increase the share of renewable energy 
in Europe’s overall energy consumption to 20 per- 
cent by 2020. Other legislation includes measures 
on vehicle emissions, carbon dioxide capture and 
storage, fuel quality, and aviation. 

One of the essential elements in achieving the 
emissions reduction goals will be a revised ETS. 
Hard lessons from the initial trading periods 
have shifted member states’ thinking so that they 
are willing to permit design elements previously 
thought politically infeasible, including a central- 
ly set cap on emissions and an allocation system 
dominated by auctioning and administered by the 
European Commission. Under this system, rather 
than receiving emissions permits for free based 
on historical emissions levels, companies would 
have to buy the allowances needed. This yields a 
range of advantages, from avoiding guesswork in 
anticipating what a company might need, to rais- 
ing revenue for the government. 

The original proposal was for the power sec- 
tor to face full auctioning of permits beginning 
in 2013, with a phase-in for other sectors through 
2020. This was watered down in negotiations, 
with some power plants in new member states 
facing auctioning of only 30 percent of the allow- 
ances they will need in 2013, with the rest going 
for free, and the auctioned share only increasing to 
100 percent in 2020. Auctioning in the manufac- 
turing sector will be phased in gradually, reaching 
70 percent by 2020, with full auctioning in 2027. 

The second major element in the EU’s climate 
change policy going forward is the renewable 
energy target of 20 percent for 2020. Europe has 
already set an interim target for renewables—12 
percent of the primary energy supply in 2010— 
but will likely only reach 10 percent. In propos- 
ing new targets, the European Commission's 
reaction to the likelihood of missing the 2010 
targets is interesting. Rather than considering the 
targets too difficult, the commission concluded 
that 12 percent was “insufficiently ambitious to 
drive change." So it proposed a tougher target for 
2020—covering electricity, heating and cooling, 
and transportation. Further distinguishing the 
2020 targets from the previous 12 percent effort is 
that they are to be binding rather than indicative. 


Can Europe Catalyze Climate Action? ¢ 135 


Flexibility is introduced in two ways: Differentiat- 
ed national targets are based in part on a member 
state's GDP, and member states are allowed to meet 
their objectives partially outside their borders. 

Part of the 2020 target is a sub-target requiring 
that 10 percent of transportation fuel be provided 
by renewables, which primarily means biofuels. 
This has sparked a great deal of controversy, given 
concerns that the criteria to ensure that biofuel 
crops are grown sustainably are insufficient, or 
that the target is too high to be met with biofuels 
that are truly sustainable. The final European 
Commission package attempts to address these 
concerns by calling for incentives for advanced 
biofuels and electric vehicles, as well as by setting 
sustainability criteria for the agricultural condi- 
tions under which biofuels are produced. 

The December 2008 agreement between the Eu- 
ropean Parliament and Council on the package of 
climate and energy legislation has been hailed by 
many as a considerable success for the French pres- 
idency of the EU. France started its six-month term 
in July 2008 with the explicit objective of conclud- 
ing negotiations on the package by the end of the 
year. While much credit is due to the presidency 
for its negotiating skills, some observers have been 
critical of the quality of the final agreement, ar- 
guing that too much was compromised along the 
way. During the European Parliament’s debate on 
the package on December 16, several members of 
parliament criticized a "blizzard" of concessions 
granted to certain member states, in particular 
those in central and eastern Europe with old in- 
dustries and heavily coal-dependent economies. 
Some environmental groups maintain that the EU 
has compromised its international credibility on 
climate change policy. 


AN EU SUCCESS STORY? 


Europe's climate policy initiatives are coming 
at a particularly active time in the development 
of the union. The number of EU member states 
has swelled from 15 to 27 since 2004, requiring 
complicated institutional changes and introduc- 
ing the concerns of a new set of countries into 
ongoing policy developments. Attempts to update 
the functioning of the EU to accommodate both its 
larger size and its evolving responsibilities have 
failed so far: First Holland and France rejected a 
"Constitution for Europe;" then its replacement, 
the Lisbon Treaty, was rejected by Ireland, forcing 


further negotiations. Whether a new charter will 


come into being is still an open question. 
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Global warming is an issue that cries out for 
central policy coordination, and in many respects 
policy making in this area has paved the way for 
EU cooperation to enter new territory. Flexibility 
in the Kyoto Protocol has allowed the union (the 
EU-15 in this case, since the agreement dates from 
1998) to reapportion its emissions reduction ef- 
fort among member states using a more sophis- 
ticated methodology than Kyoto could achieve. 
Emissions permit trading is a centrally designed 
and negotiated instrument that represents a sig- 
nificant level of influence on fundamental aspects 
of member states’ economies. And throughout the 
process of UN negotiations, the EU has managed 
remarkably well, given internal coordination dif- 
ficulties, to hold together and present a unified ne- 
gotiating front. It has done so through the system 
of rotating presidencies, and with the consistent 
participation of the European Commission's Di- 
rectorate General for the Environment. 

Still, the process of negotiating the 2020 cli- 
mate and energy commitments, completed in De- 
cember 2008, made plain both the strengths and 
the weaknesses inherent in the current system of 
EU cooperation. The pack- 
age was agreed upon with 
unprecedented speed—pro- 
posed by the European Com- 
mission in January 2008 and 
negotiated to completion by 
the Parliament and Council 
by December. Dossiers half 
as complex routinely take twice as long. Clearly, 
climate change is an issue that has become rooted 
deeply enough in European policy making that 
leaders are willing to make it a priority even at a 
time when Europe faces the same financial crisis 
as the rest of the globe. 

This level of commitment may be ascribed in 
part to the nature of EU institutions. The Euro- 
pean Commission originates legislation in an an- 
alytically driven bureaucracy, partially insulated 
from short-term political vagaries. The Council 
presidency sees new blood every six months, with 
the new leadership reaffirming commitments to 
top issues like climate change and seeking to add 
wins on the legislative agenda to its credit. The 
European Parliament, meanwhile, has both the 
misfortune and the advantage of relative anonym- 
ity; although directly elected, the parliament is 
all but unknown to Europe's citizens, and so is 
its work. Having few tabloid newspapers trailing 
them has perhaps allowed parliament members 








One often hears that the EU is 
off track in meeting its targets, 
but this is not entirely true. 


a certain latitude for engagement on difficult is- 
sues. Environmental leaders who are able to drive 
action through their detailed engagement have 
emerged from both the right and the left. 

But the cracks in the EU system have clearly 
shown as well. Coordination of 27 sovereign 
states, each playing to domestic public opinion 
and representing widely divergent interests, re- 
quires concessions that can compromise the in- 
tegrity of resulting deals. The newer member 
states, on the eastern edge of the union, have long 
been peripheral to climate discussions, even after 
their accession to the EU. Policy making momen- 
tum that existed before these states joined, along 
with their lack of history and experience in Brus- 
sels, meant that their voices were not well heard. 
Their concerns began to emerge more clearly dur- 
ing the negotiation of the recent climate change 
package. These are lower-income countries, with 
power grids often dominated by polluting coal 
power, and Russia has a major influence on their 
consideration of energy supply issues. 

Here again, however, a strength of Europe 
emerges: Because an analytical basis existed for di- 
vision of effort among coun- 
tries, it was possible to make 
concessions to the poorer 
members, including lower 
renewable energy targets 
and reduced emissions tar- 
gets relative to countries like 
Germany and the UK. The 
climate change package that emerged in December 
2008 is perhaps not ambitious enough, but it does 
balance widely differing national circumstances in 
a binding agreement. It achieves, in other words, 
what the UN is still struggling to find a means of 
accomplishing for the world as a whole. 


EUROPE IN THE WORLD 


Europe's leadership in climate change policy 
has been nearly uncontested internationally over 
the past eight years, as the United States removed 
itself from contention, as Canada and Australia's 
resolve has waxed and waned, and as Japan has 
played its cards close to the vest. But all parties 
recognize that the confluence of two events—the 
change of administration in Washington, and the 
UN climate conference in Copenhagen this com- 
ing December, where negotiations on follow-up to 
Kyoto should culminate—represents the start of a 
new chapter. How much initiative the Obama ad- 
ministration takes in the UN, and whether it feels 


hamstrung by domestic political constraints, are 
open questions. Clearly there is a large burden on 
America to come out with a seriously reconsid- 
ered approach at the first opportunity. 

Europe’s challenge will be to probe the new 
American position to determine its integrity, 
find ways of capitalizing on a newly Serious at- 
titude, and adjust to changing conditions in the 
landscape of policy leadership. Although negotia- 
tions are a constant process of self-protection and 
questioning of others’ commitment, it would help 
if the EU and Washington, right now, catalyzed 
a stalled discussion in the UN, one concerning a 
so-called “shared vision” for the future of inter- 
national commitments. That, at least, should be 
common ground. 

At the UN, so much remains to be done, the 
pace to date has been so slow, and the process is 
so laden with bureaucratic procedures, that the 
task seems nearly impossible. But the UNFCCC 
process has shown flexibility in the past, grant- 
ing significant scope for action to working group 
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chairs who consult on negotiating texts in small 
groups and arrange steps toward agreement. This 
process is now under way, with most parties seem- 
ingly clear-eyed about what progress requires: ac- 
tual negotiations rather than posturing. 

Europe is well integrated in the negotiations, a 
fact that has drawbacks and benefits. The EU may 
be overly tied to long-running discussions and 
may have little to show for the effort involved. 
On the other hand, momentum in UN talks could 
help drive Europe over bumps of internal dissent 
that could otherwise shake its resolve. Having 
already established its'own climate change com- 
mitments for the future, Europe's main role now 
is to help bridge divides between tentative coun- 
tries in both the developed and the developing 
worlds. It is hoped that, rather than weakening 
the EU's position as a negotiator, nailing its col- 
ors to the mast with unilateral commitments and 
an open process of policy deliberation will help 
Europe promote the level of resolve needed to 
forge a common global agreement. E 
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Europe and Russia: Up from the Abyss? 


ANDREW C. KUCHINS 


he past year was the most contentious in 

Russia-Europe relations since the collapse 

of the Soviet Union. From differences over 
Kosovo's status, NATO enlargement, and mis- 
sile defense in the spring, to the Georgia war in 
August, to another natural gas, dispute between 
Russia and Ukraine that began at the end of the 
year, tensions and differences dominated 2008. 
And on many issues Europeans could not agree 
among themselves, or with the Bush administra- 
tion, about how best to engage Vladimir Putin’s 
recently resurgent Russia. 

Yet, while political relations worsened, eco- 
nomic integration between Russia and the Euro- 
pean Union continued to deepen and widen, as 
trade and investment volumes reached all-time 
highs. In the summer the Russian Ministry of Eco- 
nomic Development and Trade published a long 
report detailing Russia’s economic goals through 
the year 2020. The most striking finding in that 
report is that Europeans especially, and the West 
more broadly, would be far and away the most im- 
portant partners in helping Russia to achieve its 
best-case growth scenarios in the coming decade. 

This combination of trends—deepening eco- 
nomic integration amid worsening political rela- 
tions—did not seem sustainable in the summer 
of 2008, and now after the war in Georgia and the 
impact of the global economic crisis, it seems even 
less so. The question is: Will political relations be- 
tween Europe and Russia continue to deteriorate? 

Dmitri Medvedev was inaugurated as Russia’s 
president in May 2008. Later in that month the Rus- 
sian stock market hit its all-time high. And in July 
oil prices peaked at $147 per barrel. The Russian 
government had more money than it knew what 
to do with, as foreign currency reserves peaked at 
nearly $600 billion, with another $200 billion put 
aside in a formal “stabilization fund.” The Russian 
GDP (in nominal dollar terms) had increased by 
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a factor of six in less than a decade. The Minis- 
try of Economic Development and Trade report on 
strategic economic goals through 2020 called for 
similar growth levels that would ultimately make 
Russia the fifth-largest economy in the world and 
larger than any in Europe. Kremlin officials talked 
about Russia possibly being a “safe haven” or “is- 
land of stability” as the impact of the US mortgage 
crisis widened to the world economy. 

But how quickly things change. Russia’s eco- 
nomic hubris has been smashed as its economy in 
the past few months has been perhaps the hardest 
hit of large emerging markets. By January 2009 
the Russian stock market had lost about 80 per- 
cent of its value, the ruble had lost more than 30 
percent, and reserves had fallen by one-third, 
with additional tens of billions promised in vari- 
ous bail-out and stimulus measures. Most progno- 
ses for economic performance have predicted zero 
or negative growth for 2009. 

All national economies are struggling to adjust 
to the deepest global slump in recent times, but 
the change in momentum for policy makers in 
Moscow is especially stark and challenging. Since 
so many millions of Russians have benefited from 
the prosperity of the past decade, the impact of 
the current crisis affects a far greater percentage 
of the population than the last economic crisis, 
in 1998. Prime Minister Putin’s approach to gov- 
ernance, the so-called “vertical of power,” will be 
tested like never before as prospects for social un- 
rest and even bankruptcy become possible, espe- 
cially if the slump endures for more than 12 to 18 
months. 


NEW DYNAMICS 


What does this turnabout suggest for relations 
with Europe? Historically, since the first oil crisis 
in the early 1970s, there has been a powerful cor- 
relation between a high oil price environment and 
a more assertive and aggressive Soviet or Russian 
foreign policy. This dynamic corresponds to the 
later Brezhnev years and the Putin period, espe- 
cially since 2003. Lower oil price environments, 


as during the Gorbachev and Yeltsin years, cor- 


relate with a more accommodating and moderate 


foreign policy from Moscow. 

Also relevant to Europe’s ties with Russia is 
this reality: In a world of higher oil and gas prices, 
Moscow, like other states that rely a great deal on 
hydrocarbon revenues, can make decisions about 
production, allocation, and distribution of energy 
resources on more political and less commercial 
terms. Not surprisingly, given the mountains of 
money coming into Kremlin coffers in recent years 
from oil and gas sales, Russians have engaged in 
a variety of intimidating behaviors that have par- 
ticularly tended to put their neighbors in “New Eu- 
rope” on edge. 

At least in the short term, or however long this 
global recession lasts, the Russians will feel far 
more economically constrained than in the re- 
cent halcyon years. Even when global demand 
begins to recover, Russia will be competing for 
investment with all economies whose assets have 
dramatically declined in value—as opposed to 
10 years ago, when Russia 
was more unusual as a large 
emerging market with un- 
dervalued assets. 

A second major differ- 
ence the Russians will face is 
that, for the near and middle 
term, prospects for growth 
in domestic production of 
oil and gas resources are grim. After the coun- 
try’s financial crash in 1998, Russian domestic 
oil companies, led by Yukos at the time, achieved 
remarkably rapid growth in production with the 
application of modern technologies to old Soviet 
wells. That feat cannot be repeated, and new pro- 
duction will have to come in geologically and cli- 
matically challenging conditions from greenfield 
projects that will be the most expensive and com- 
plicated of their kind in history. 

Finally, there is another important new factor in 
the equation: the election of Barack Obama and the 
end of the George W. Bush era in the United States. 
While we must beware of excessive expectations 
regarding the new president, the Bush administra- 
tion had unprecedentedly strained relations with 
much of Europe as well as with the Russians. Bush’s 
deep unpopularity at home as well as abroad gave 
Moscow more leverage to split America’s European 
allies, most notably over the Iraq War. 


Lower oil price environments 
correlate with a more 
accommodating and moderate 
foreign policy from Moscow. 
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The Obama administration will bring a new 
dynamic to relations among the United States, 
Europe, and Russia. Some of the most neuralgic 
issues in Russia-West relations will be defused 
somewhat. For example, Kosovo's declaration of 


independence is past. Missile defense will be pur- 


sued more circumspectly. And NATO enlargement 
to include Ukraine and Georgia will also slow 
down—partly because key European allies are 
skeptical, and parily because a new administration 
in Washington will not be racing against the clock 
to cement its legacy. 


REBALANCING RELATIONS 

The Georgia war, although it has been overshad- 
owed by the global financial crisis, was a watershed 
event that confirmed nearly 20 years after the fall of 
the Berlin Wall and the end of the cold war that we 
have not yet succeeded in making Europe “whole, 
free, and secure.” There is increasing evidence, 
however, that Europeans are ready to take more 
initiative, despite their cleavages regarding Russia, 
and rebalance responsibili- 
ties on security issues with 
Washington. The EU's deci- 
sion to take the lead in me- 
diating a ceasefire agreement 
between Georgia and Russia 
under the auspices of French 
President Nicolas Sarkozy 
testifies to this. 

Likewise, the compromise last year on Geor- 
gia and Ukraine's requests for NATO membership 
action plans—essentially postponing the plans 
while reassuring the countries that they can 
eventually join the alliance—was reached by Eu- 
ropean initiative, prompted by German and other 
European objections to the Bush administration's 
approach. This too suggested a rebalancing be- 
tween Europe and the United States in managing 
relations with Russia. 

While it would be wrong to get irrationally ex- 
uberant about a new golden age in Russia-Europe 
relations and Russia-West relations more broadly, 
the coalescence of an economic downturn and a 
new political environment suggests that the struc- 
tural environment for the relationship may be 
conducive to greater cooperation and less conflict 
than has been the case in the recent past. Hope- 
fully we will be able to regard 2008 as the bottom 
of an abyss in Russia-West relations. ES 
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History the Victors Left Unwritten 


WILLIAM W. FINAN JR. 


orld War II continues, in nearly innu- 
| merable ways, to reverberate across East 
Asia, the United States, and Europe. The 


war and its reminders—from the monuments and 
gravestones marking the war's battles and com- 
memorating its dead to the political, economic, and 
security institutions that rose in its aftermath— 
remain a presence that, visibly or invisibly, governs 
how we think about the world and how the interna- 
tional system functions. 

After 1945, the cold war was 
said to have frozen in place 
various enmities and conse- 
quences of political miscal- 
culations made during World 
War II. Over the past 20 years, 
they have thawed into life again—but remarkably, 
this has led to only limited armed conflict and re- 
alignment of borders and national allegiances (and 
even so, mainly just in Eastern Europe). To say this 
is not to minimize the death and destruction that 
accompanied the breakup of Yugoslavia, but that 
example does not compare to the human and eco- 
nomic costs incurred by the Second World War. 

Germany’s war on the Soviet Union alone con- 
sumed the lives of between 23 million and 26 mil- 
lion Soviet citizens. Of these, William I. Hitch- 
cock notes in The Bitter Road to Freedom, nearly 9 
million “were soldiers; the rest, civilians: women, 
old men, children." The dead amounted to nearly 
14 percent of the entire prewar population of the 
Soviet Union. | 

Hitchcock's book captures all this in human 
terms. The author, a history professor at Temple 
University, interlaces the horror of the war's num- 
bers with evocative personal stories that illustrate 
the pain and suffering that numbers often can 
cloak. In doing so, he achieves a reversal of Sta- 
lin's dictate that the death of one man is a tragedy 
while the death of a thousand is a statistic. 

Hitchcock also—and this is the book's main 
theme—reveals the cost of liberation. In the Unit- 
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The Bitter Road to Freedom: 
A New History of the 
Liberation of Europe 

by William I. Hitchcock. 

Free Press, 2008. 


ed States, the story of the Allies overpowering 
the Áxis on the European continent has always 
been presented as heroic narrative; it has never 
included a full appreciation of the costs borne by 
civilians living in countries liberated from Ger- 
man occupation. For Americans, a focal point of 
attention is that 4,000 US troops died at Omaha 
Beach. Yet the nearly 20,000 French who were 
killed during the Allied invasion of France have 
disappeared from the history 
books. The utter destruction 
of French cities like Caen as- 
tounded American soldiers 
who saw for the first time what 
total war meant. Slowly, they 
began to understand the sullen 
welcome that they received from French peasants 
whose homes and farms had been demolished in 
Allied artillery and bombing attacks. In contrast, 
US troops entering Paris, which the Germans had 
abandoned without a fight, were greeted by happy, 
smiling civilians. 

Hitchcock condemns neither the United States 
nor the other Allies for their prosecution of the 
war in Western Europe. He declines to indict the 
ethics of the kind of warfare that the Allies carried 
out, for example, in firebombing German cities. 
Hitchcock does, however, point out where basic 
morality was violated by troops' actions, espe- 
cially in the raping and looting that Soviet forces 
practiced as they moved through Eastern Europe 
and Germany itself. Although this aspect of the 
war has been the subject of other volumes, Hitch- 
cock makes it all vividly new: Moscow took the 
official line that Germany must be taught a lesson, 
and stood by while its soldiers taught that lesson 
in brutal and criminal fashion. 

Hitchcock also captures the enormous disloca- 
tions caused by the war. The second half of his 
book offers a detailed overview of efforts by the 
United Nations Relief and Rehabilitation Adminis- 
tration (UNRRA) to deal with the nearly 11 million 
impressed foreign workers and prisoners of war 
in Germany who were freed by Germany's defeat. 


This mass of humanity, starved and brutalized,. 


lacked any sense of whether distant hometowns 
remained intact or whether family members were 
alive. Hitchcock demonstrates that a host of offi- 
cial organizations like UNRRA, along with private 
groups, treated the men, women, and children 
medically and materially—then tried as best they 
could to oversee their dispersal. UNRRA, Hitch- 
cock says, “helped transform the end of the war 
into genuine liberation.” 


WHAT TO FORGET. 

Given this background, it is all the more re- 
markable that “revenge” and “retribution” are not 
words one associates with Europe today. Hitch- 
cock argues that many European governments 
freed from German occupation, in their effort to 
construct a history of those who lived through the 
war—their resistance and resilience—created a 
collective memory that enabled a sense of willing 
sacrifice. Individual citizens of France, Belgium, 
or Holland, for example, were instrumental in 
bringing freedom—not just the Allies and their 
invasions. This sense of active sacrifice and col- 
lective purpose enabled nation building, which in 
turn defused the desire for revenge and retribu- 
tion. Hitchcock’s explanation, if placed alongside 
the Marshall Plan’s accomplishments in helping to 
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. put Europe. back on track economically, appears 


to make sense. The rehabilitation of national con- 
sciousness would seem to depend on how to re- 


; member-—and what to forget. 


The Bitter Road to Freedom is in some ways a 
rough volume. It has the feel of a first draft, a nar- 
rative that could have been more compelling if the 
author had better integrated the voices of those he 
so much wants to make heard and not seen as sta- 
tistics. The book also lacks a strongly voiced nar- 
rator. Too often, in relating facts and figures and 
events, Hitchcock becomes documentarian rather 
than historian. Part of the problem is Hitchcock's 
evident desire for inclusiveness, as when he fully 
sketches the hallowed ground of the Normandy 
invasion rather than—as would have been more 
appropriate—merely tracing it. 

In the United States, the historiography of 
World War II has recently been one of venera- 
tion of “the greatest generation.” The Bitter Road 
to Freedom is an important reminder that war is 
indeed hell, and that heroic retellings of libera- 
tion should not overshadow the stories of those 
who suffer most through modern war's torments. 
"There is," writes Hitchcock, *surely room enough 
in our histories of World War II for introspection, 
for humility, and for an abiding awareness of the 
ugliness of war.” 





Can Europe and China Shape 

a New World Order? 

by Charles Grant with Katinka Barysch. 
Center for European Reform, 2008. 


The authors of Can Europe and China Shape a 
New World Order? work from the premise that, 
while the United States remains the world’s pre- 
eminent military power, it no longer sets the terms 
of international diplomacy. The European Union 
and the BRIC countries—Brazil, Russia, India, and 
China—are now important players in global poli- 
tics too, and their voices will be heard. 

What can Europe do to ensure that the multi- 
polar future is cooperative rather than confronta- 
tional? This monograph, in trying to answer the 
question, focuses on how the EU can work with 
China. That country, at least until the recent in- 
ternational financial meltdown, was on track 
by some measures to become the world’s largest 


economy by 2030. As a result, the report argues, 
China “is a swing power that will tilt the inter- 
national system one way or the other"—toward 
greater cooperation or greater competition. 

The authors contend that the EU, because mul- 
tilateralism is “in its DNA,” is ideally suited for 
the task of helping to guide China toward coop- 
eration. However, dealing with Beijing will re- 
quire that the EU speak with one foreign policy 
voice. At the book’s core is the question of how to 
achieve a single vision of relations with China in 
order to create a strategic partnership. Trade and 
economic issues were critical to this discussion 
last year, when the book was published, and they 
are even more salient today. Indeed, for the time 
being, what will tilt the international order more 
than anything else toward greater cooperation or 
competition may be the responses that Europe, 
China, and the United States mount to a dysfunc- 
tional global financial system. Es 
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INTERNATIONAL 


European Union 

Jan. 22—Media reports indicate that EU officials are planning a 
March conference to address unrest that has arisen during the 
global economic cnsis in countries including Greece, Latvia, and 
Estonia. Earlier in the month, about 25 people were injured in 
Latvian riots and about 15 in Lithuanian unrest. 


Israeli-Palestinian conflict 

Jan. 3—Israel mounts a ground invasion of the Gaza Strip a week 
after initiaung airstrikes aimed at Hamas, the militant organi- 
zation that controls Gaza and that regularly fires rockets into 
Israeli territory. About 430 Palestinians lost their lives in the 1st 
stage of the offensive. 

Jan. 5—4As Hamas continues to fire rockets into Israels territory, 
Israeli forces enter Gaza City. The Palestinian death toll reaches 
550; an estimated %4 of the dead are civilians. 

Jan. 8—About 40 Palestinians taking shelter at a UN-operated 
school in Gaza are killed by Israeli mortar fire. The dead include 
women and children. Israel contends that it fired on the location 
in response to Hamas mortar fire but Palestinian sources dispute 
that claim. 

Jan. 16—Israeli officials announce a unilateral cease-fire. Israel 
institutes the cease-fire, it says, because it has largely accom- 
plished its war aims of weakening Hamas and especially of less- 
ening the groups ability to launch rockets. However, it is widely 
believed that Israel wishes to conclude its offensive before the 
Jan. 20 inauguration of Barack Obama as US president. Mean- 
while, Hamas declares its own cease-fire. 

Jan. 17—Israeli troops begin to withdraw from the Gaza Strip. 
Hopes for preventing a recurrence of hostilities center on 
redeveloping Gaza through international aid, cutting the flow 
into Gaza of smuggled goods from Egypt, and opening Gazas 
borders to legitimate trade. As bodies continue to be discovered 
over coming days, the Palestinian death toll rises above 1,300. 
The Israeli death toll is 13. 


AFGHANISTAN 

Jan. 20—Gen. David Petraeus, the top US military official in the ` 
Middle East, announces that, because of the increasing inse- 
curity of supply routes into Afghanistan that run through the 
tribal regions of Pakistan, the US has negotiated routes that 
will run through Russia and several Central Asian nations. 
Supply routes are likely to become more critical this year 
because the US expects to increase markedly its military pres- 
ence in Afghanistan. 

Jan. 29—Afghanistan's Independent Election Commission delays 
until Aug. 20 a presidential election scheduled for May 22. The 
commission says the delay is necessary if proper preparation is 
to take place, but the May 22 date is mandated in the constitu- ' 
tion, and some who oppose President Hamid Karzai say they 
will no longer recognize his authority after that time. Karzai has 
said he plans to seek another term in office. 


BOLIVIA 

Jan. 25—A constitutional referendum advanced by President Evo 
Morales is approved, with about 6196 of voters casting ballots in 
favor. The constitutional changes, which extend greater rights 
and recognition to the country’s indigenous majority and inten- 


sify the government’ control over some aspects of the economy, 
were generally opposed by the non-indigenous minority. 


CHINA 

Jan. 21—The government says that it will spend $123 billion in an 
effort to establish basic universal health care by 2011, and that 
90% of the country’s population will be insured by that date 
The government also says it will improve the quality of health 
care, particularly in rural regions. The increased spending, it is 
hoped, will also boost the power of domestic demand in Chinas 
economy. Chinese citizens typically save large portions of their 
incomes because the country does not provide a meaningful 
public safety net. 

Jan. 22—A court sentences to death 2 men for their role in the 
production of baby formula that was tainted with the chemical 
melamine. In September 2008, 6 children died after consuming 

- the tainted formula and about 300,000 others were sickened. 
. The episode sparked outrage within China and an intensifica- 
tion of concerns abroad about the safety of Chinese products. 


CONGO, DEMOCRATIC REPUBLIC 

Jan. 18—The nongovernmental organization Human Rights Watch 
reports that rebels from the Uganda-based Lords Resistance 
Army, fleeing a multinational military force attempting to drive 
them into Uganda from Congo, have killed at least 620 villagers 
while being pursued. 

Jan. 22—Rwandan troops capture Gen. Laurent Nkunda, a Congo- 
lese rebel leader notorious for his brutal methods and his history 
of destabilizing eastern Congo. Nkunda, an ethnic Tutsi like the 
Rwandan leadership that had previously supported him, has 
carried out military rampages putatively to protect Congolese 
Tutsis from Hutus. It is widely believed that Rwanda agreed to 
end its support for Nkunda in exchange for Congolese permis- 
sion to hunt down Hutu militants on Congolese territory. 

Jan. 24—News reports indicate that over the past 2 days the bulk of 
the fighters loyal to Nkunda have surrendered to the Congolese 
army and have agreed to be incorporated into it. Now it is hoped 
that Rwanda and the weak Congolese state may cooperate further 
in bringing stability to eastern Congo and the countries it borders. 


IRAQ 

Jan. 1—The Iraqi government assumes from the US formal control 
of Baghdad's international Green Zone. The Iraqis also take over, 
from British forces, the airport in the southern city of Basra. The 
transfers are seen as indicators of an improving Iraqi security 
environment and of improved government capacity. 

Jan. 31—Amid extremely tight security and very little violence, 
Iraqis go to the polls to vote in provincial elections. According 
to preliminary results, the party of Prime Minister Nuri Kamal 
al-Maliki does well. Turnout is lower than had been hoped for 
but easily eclipses the participation registered in 2005, when 
Sunnis generally boycotted the process. National elections are 
scheduled for 2010. 


MADAGASCAR 

Jan. 26—Protests against President Marc Ravalomanana begin in 
the capital, Antananarivo. The protests are led by Antananarivos 
mayor, Andry Rajoelina. Over the coming days, according to 
various estimates, about 75 to 100 people are killed ın associ- 
ated violence. 


Jan. 31—Rajoelina claims to have carried out a coup against Ravalo- 
manana. The president, however, does not vacate his office. 


RUSSIA 


Jan. 1—In a dispute over prices and transit fees, Russia cuts off 
supplies of natural gas to Ukraine, as it did once before, in 
2006. The cut-off is of concern to countries beyond Ukraine, 
since 8096 of the gas that Russia supplies to Europe flows 
through Ukraine. The situation, however, is initially perceived 
as less dire than the 2006 cut-off because many countries 
now maintain larger gas reserves than they did at that time. 
Moreover, demand for fuel is lower today because of the global 
economic downturn. Most observers believe that the dispute 
between Russia and Ukraine is more than financial, that it also 
reflects Russia’s discomfort with Ukraine's perceived tilt toward 
the West. 


Jan. 18—Despite several reports that Russia and Ukraine have 
reached a deal to resume the flow of gas, the flow has not 
resumed. At least 12 people have frozen to death as a result of 
the cut-off of fuel supplies, hundreds of thousands have gone 
without heat, and many businesses have gone idle. 


Jan. 19—Russian Prime Minster Vladimir Putin and Ukrainian 
Prime Minister Yulia Tymoshenko sign an agreement bringing 
the dispute to an end. Under the terms of the contract, Ukraine 
will for 1 year buy gas at rates lower than those prevailing in 
Europe. Ukraine will for 1 year charge Russia lower transit fees 
for shipping gas than prevail elsewhere. 


Jan. 20—Russia begins pumping gas again through Ukraine. 
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SOMALIA 


Jan. 2— Ethiopian troops, after entering Somalia in 2006 to dis- 
place an Islamist movement that was on the verge of taking over 
the country, begin a pullout from the country. The Ethiopian 
occupation was initially successful in beating back the Islamists 
but more recently the Islamists have regained their strength. 

Jan. 13—Ethiopian troops withdraw from the capital, Mogadishu. 

Jan. 16—The UN endorses the idea of dispatching a peacekeeping 
force to Somalia but defers a final decision on the matter until 
June. The UN also allocates resources in support of increasing 
from 3,000 to 8,000 the number of African Union forces in the 
country. ; 

Jan. 26—Immediately after Ethiopian forces withdraw from the 
town of Baidoa, the seat of Somalia’s provisional government, 
Islamist forces considered among the country’s most militant 
take the town. The next day they impose Islamic law. 

Jan. 31—The Somali Parliament, meeting in Djibouti, chooses 
as the country’s next president Sheik Sharif Sheik Ahmed, a 
moderate Islamist cleric. Sheik Sharif’s selection is seen as a 
potentially positive development for Somalia insofar as he might 
create a degree of reconciliation between the provisional govern- 
ment and the various militias that control most of the country. 
His selection follows the December resignation of the discred- 
ited President Abdullahi Yusuf Ahmed. 


SOUTH AFRICA 


Jan. 12—A judge rules that Jacob Zuma, head of the politically dom- 
inant African National Congress (ANC) and likely South Africa’s 


What Current History authors were saying... 


5 years ago 


The European Union now has a gen- 
eral framework to think strategically. 
Precisely because Europe is on the verge 
of becoming a more responsible strate- 
gic actor, prospects for a more balanced 
and constructive transatlantic partner- 
ship are real. The United States has un- 
derestimated the value of allies in its 
“war on terror.” The “go it alone" policy 
is not sustainable when such ambitious 
goals as democratizing the greater Mid- 
dle East are pursued, and when global 
challenges such as international terror- 
ism are at stake. 


JEAN-YVES HAINE 

Idealism and Power: The New 
EU Security Strategy 

March 2004 


10 years ago 


After 40 years of communism people 
were so suspicious of political leaders, 
and of political life in general, that they 
refused to follow any movement, in- 
cluding the newly founded liberal and 
democratic parties. In most of Eastern 
Europe and the former Soviet Union, 
capitalism has actually been built by 
transitional teams of technocrats with 
no solid domestic political movement 
to back them up. More often than not, 
from Lithuania to Hungary, the job 
of introducing a market economy has 
been completed by none other than re- 
formed communist parties. 


PETER RUTLAND 
The Revolutions of 1989 Reconsidered 
April 1999 
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next president, may be prosecuted on charges of fraud, corrup-" - 
tion, racketeering, and money laundering. The same charges had. 
been dismissed in September, paving the way for Zuma to take 
over the ANCS leadership from President Thabo Mbeki. 


SRI LANKA . 


Jan. 2—Government forces capture Kilinochchi; the de facto capi- . 
tal of the Liberation Tigers of Tamil Eelam, a rebel group that 
has attempted during a decades-long war to establish an inde- 
pendent Tamil homeland in the country’s northeast. — ^ 


Jan. 25—Government forces take Mullaittivu, a garrison town that - 


is the last stronghold of the Tamil Tigers. The rebels are now 
restricted to a small area of jungle and the government attempts 
over coming days to decisively defeat them.. 


SUDAN T d 

Jan. 19—An African Union official announces that a peacekeeping 
mission maintained by his organization in the troubled Darfur 
region of Sudan will grow to 26,000 members by June. UN offi- 
cials, however, cast doubt on this projection, saying that techni- 
cal difficulties stand in the way of achieving such a-manpower 
level and that in any case it is difficult to perform peacekeeping 
in a region where peace does not prevail. ' 


UNITED STATES M 
Jan. 9—The government reports that the US economy lost 524,000 
jobs in December and that thé unemployment rate climbed to 
7.256, its highest level in 16 years. A total of 2.59 millions jobs 

have thus far been lost in the US recession. 
Jan. 14—The Treasury Department injects $20 billion of capital 


into Bank of America, a financial giant that has struggled since — . 
its September 2008 purchase of the failing financial firm Merrill 7 


Lynch. Treasury also guarantees up to $118 billion of the-bank’s 
troubled real-estate related assets. The bank had earlier received 
$25 billion in capital as part of the government’ bailout of the 
nation’s financial system. i 

Jan. 20—Barack Obama is maugurated as president. The event is 
greeted with enthusiasm both in the US and abroad, as George 
W. Bush had become highly unpopular with both domestic and 

. international publics. The challenges facing Obama include 
steering the country through a severe economic and-financial 


crisis, managing wars in Iraq and Afghanistan, repairing strained — 
alliances around the world, and exerting US leadership on 
global issues such as climate change. 

Jan. 21—Obama meets with senior security officials and orders | 
them to plan a US withdrawal from Iraq. Obama had said 
during the presidential campaign that he would withdraw 
US troops from Iraq within 16 months of his swearing-in, the 
orders he gives are the 1st step in that process. 

Jan. 22—Obama signs-executive orders mandating the closing 
within 1 year of the US prison facility for alleged terrorists at 
Guantanamo Bay, Cuba, and also of secret prison facilities oper- 
ated around the world by the Central Intelligence Agency (CIA). 
Obama also orders the CIA to limit its interrogation techniques 
to those approved under US military guidelines, thus bringing 
to an end the torture policies carried out under thé Bush presi- 
dency. ps 

Jan. 30—The Commerce Department reports that the US economy 
shrank at an annualized rate of 3.896 in the 4th quarter of 2008. 
The contraction, though severe, is less severe than many econo- 
mists had predicted. ; 


VENEZUELA 

Jan. 20—Aboùt 2,000 students protest a proposal by President _ 
Hugo Chávez to eliminate term limits for all elected officials, 
including Chávez himself. The measure has won approval from 
the National Assembly, which is stacked with Chavez support- 
ers, and is due for a public referendum on Feb. 15. The protest . 
is broken up by police using water cannons, plastic bullets, and 
tear gas. anh o 


ZIMBABWE . uu B . 
Jan. 17—Opposition leader Morgan Tsvangirai returns to Zimba- 
bwe after 2 months abroad to discuss a power sharing arrange- 


- -ment with authoritarian President Robert Mugabe: Tsvangirai 
_ beat Mugabe in a March 2008 presidential election but Mugabe : 


refused to cede his position, holding onto power through 
maneuvers such as arresting and torturing members of the 
opposition. In September, the 2 men reached a power sharing 
agreement that eventually came to nothing. 

Jan. 30— Tsvangirai announces he will enter into a new power 
sharing arrangement with Mugabe.. Key to the agreement is a 
mechanism for joint-oversight of the nations police forces. — W 
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COMING IN MAY 
.. Africa: 






POLITICAL LIFE in Africa, such as it is, goes on. 
Sudan’s president defies an international arrest 
warrant for crimes against humanity. A populist 
facing corruption charges appears likely to win South 
Africa’s presidency. A power sharing agreement in 
Kenya looks increasingly shaky, while Zimbabwe's 
autocratic leader has accepted power sharing, but 
without much sharing. Somalia, meanwhile, has 
further cemented its claim as the most failed of 
failed states. Thankfully, some developments are 
encouraging. Ghanas president lost an election 
by a razor-thin margin and gave up his office 
without objection. And Rwanda has joined Congo 
in an effort to crush marauding militias that have 
terrorized the region. Unfortunately, as economies 
across the continent deteriorate, future surprises 
may prove less pleasant. Our May issue will assess a 
variety of trends in Africa. Topics scheduled to appear 
include: 
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Center for Strategic and International Studies 


* A Breakthrough in Sudan? 
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* Rwanda as a Peacemaker in Congo? 
Jason Stearns 
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Why Migration Matters 


KHALID KOSER 


igration has always mattered—but to- 

day it matters more than ever before. 

The increasing importance of migration 
derives from its growing scale and its widening 
global reach, but also from a number of new dy- 
namics. These include the feminization of migra- 
tion, the growth of so-called irregular migration, 
and migration’s inextricable linkages with glo- 
balization in terms of economic growth, develop- 
ment, and security. Climate change, moreover, is 
certain to raise migration still higher on nations’ 
and international institutions’ policy agendas. 

The history of migration begins with human- 
itys very origins in the Rift Valley of Africa. It 
was from there that Homo sapiens emerged about 
120,000 years ago, subsequently migrating across 
Africa, through the Middle East to Europe and 
Central and South Asia, and finally to the New 
World, reaching the Bering Straits about 20,000 
years ago. Then, in the ancient world, Greek colo- 
nization and Roman expansion depended on mi- 
gration; significant movements of people were 
also associated with the Mesopotamian, Incan, 
Indus, and Zhou empires. Later we see major mi- 
grations such as those involving the Vikings along 
the shorelines of the Atlantic and North Sea, and 
the Crusaders to the Holy Land. 

In more recent history—in other words, in the 
past two or three centuries—it is possible to dis- 
cern, according to migration historian Robin Co- 
hen, a series of major migration periods or events. 
In the eighteenth and nineteenth centuries, one 
of the most prominent migration events was the 
forced transportation of slaves. About 12 million 
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people were taken, mainly from West Africa, to the 
New World (and also, in lesser numbers, across 
the Indian Ocean and the Mediterranean Sea). 
One of the reasons this migration is considered so 
important, other than its scale, is that it still res- 
onates for descendants of slaves and for African 
Americans in particular. After slavery’s collapse, 
indentured laborers from China, India, and Japan 
moved overseas in significant numbers—1.5 mil- 
lion from India alone—to work the plantations of 
the European powers. 

European expansion, especially during the 
nineteenth century, brought about large-scale vol- 
untary migration away from Europe, particularly 
to the colonies of settlement, dominions, and the 
Americas. The great mercantile powers—Britain, 
the Netherlands, Spain, and France—all pro- 
moted settlement of their nationals abroad, not 
just workers but also peasants, dissident soldiers, 
convicts, and orphans. Migration associated with 
expansion largely came to an end with the rise 
of anticolonial movements toward the end of the 
nineteenth century, and indeed over the next de- 
cades some significant reverse flows back to Eu- 
rope occurred, for example of the so-called pieds 
noirs to France. 

The next period of migration was marked by 
the rise of the United States as an industrial power. 
Between the 1850s and the Great Depression of the 
1930s, millions of workers fled the stagnant econ- 
omies and repressive political regimes of north- 
ern, southern, and eastern Europe and moved to 
the United States. (Many fled the Irish famine as 
well.) Some 12 million of these migrants landed 
at Ellis Island in New York Harbor. Opportunities 
for work in the United States also attracted large 
numbers of Chinese migrants in the first wave of 
the so-called Chinese diaspora, during the last 50 
years of the nineteenth century. 
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The next major period of migration came after 
World War II, when the booming postwar econo- 
mies in Europe, North America, and Australia 
needed labor. This was the era when, for example, 
many Turkish migrants arrived to work in Ger- 
many and many North Africans went to France 
and Belgium. It was also the period when, between 
1945 and 1972, about 1 million Britons migrated 
to Australia as so-called "Ten Pound Poms” un- 
der an assisted passage scheme. During the same 
era but in other parts of the world, decoloniza- 
tion continued to have an impact on migration, 
most significantly in the movement of millions of 
Hindus and Muslims after the partition of India 
in 1947 and of Jews and Palestinians after the cre- 
ation of Israel. | | 

By the late 1970s, and in part as a consequence 
of the 1973 oil crisis, the international migrant 
labor boom had ended in Europe, though in the 
United States it continued into the 1990s. Now, 
with the global economy's momentum shifting de- 
cisively to Asia, labor migration on that continent 
has grown heavily, and it is still growing. How 
much longer this will be true, given the current 
global financial crisis, is a matter open to debate. 


MORE AND MORE 

Ás even this (inevitably selective) overview of 
international migration’s history should make 
clear, large movements of people have always 
been associated with significant global events like 
revolutions, wars, and the rise and fall of empires; 
with epochal changes like economic expansion, 
nation building, and political transformations; 
and with enduring challenges like conflict, perse- 
cution, and dispossession. 

Nevertheless, one reason to argue that migra- 
tion matters more today than ever before is sheer 
numbers. If we define an international migrant 
as a person who stays outside his usual country 
of residence for at least one year, there are about 
200 million such migrants worldwide. This is 
roughly equivalent to the population of the fifth- 
most populous country on earth, Brazil. In fact, 
1 in every 35 people in the world today is an in- 
ternational migrant. 

Of course, a less dramatic way to express this 
statistic is to say that only 3 percent of the world's 
population is composed of international mi- 
grants. (In migration, statistics are often used to 
alarm rather than to inform.) And it is also worth 
noting that internal migration is a far more sig- 
nificant phenomenon than is international migra- 


tion (China alone has at least 130 million internal 
migrants). Still, the world total of international 
migrants has more than doubled in just 25 years; 
about 25 million were added in just the first 5 
years of the twenty-first century. 

Ánd international migration affects many more 
people than just those who migrate. According to 
Stephen Castles and Mark Miller, authors of the 
influential volume The Age of Migration, "There 
can be few people in either industrialized or less 
developed countries today who do not have per- 
sonal experience of migration and its effects; this 
universal experience has become the hallmark of 
the age of migration.” In host countries, migrants’ 
contributions are felt keenly in social, cultural, 
and economic spheres. Throughout the world, 
people: of different national origins, who speak 
different languages and practice different customs 
and religions, are coming into unprecedented con- 
tact with each other. For some this is a threat, for 
others an opportunity. 

Migration is also a far more global process than 
ever before, as migrants today travel both from and 
to all of the world's regions. In 2005 (the most re- 
cent year for which global data are available) there 
were about 60 million international migrants in 
Europe, 44 million in Asia, 41 million in North 
America, 16 million in África, and 6 million each 
in Latin America and Australia. A significant por- 
tion of the world's migrants—about 35 million— 
lived in the United States. The Russian Federation 
was the second-largest host country for migrants, 
with about 13 million living there. Following in 
the rankings were Germany, Ukraine, and India, 
each with between 6 million and 7 million mi- 
grants. 

It is much harder to say which countries mi- 
grants come from, largely because origin coun- 
tries tend not to keep count of how many of their 
nationals are living abroad. It has been estimated 
that at least 35 million Chinese currently live out- 
side their country, along with 20 million Indians 
and 8 million Filipinos. But in fact the traditional 
distinctions among migrants' countries of origin, 
transit, and destination have become increasingly 
blurred. Today almost every country in the world 
fulfills all three roles—migrants leave them, pass 
through them, and head for them. 


A WORLD OF REASONS 

The reasons for the recent rise in international 
migration and its widening global reach are com- 
plex. The factors include growing global dispari- 


ties in development, democracy, and demography; 
in some parts of the world, job shortages that will 
be exacerbated by the current economic downturn; 
the segmentation of labor markets in high-income 
economies, a situation that attracts migrant work- 
ers to so-called “3D” jobs (dirty, difficult, or dan- 
gerous); revolutions in communications and trans- 
portation, which result in more people than ever 
before knowing about life elsewhere and having 
the ability to travel there; migration networks that 
allow existing migrant and ethnic communities to 
act as magnets for further migration; and a robust 
migration industry, including migrant smugglers 
and human traffickers, that profits from interna- 
tional migration. ac 

In addition to being bigger, international mi- 
gration today is also a more complex phenomenon 
than it has been in the past, as people of all ages 
and types move for a wide variety of reasons. For 
example, child migration appears to be on the in- 
crease around the world. Migrants with few skills 
working “3D” jobs make important contributions 
to the global economy, but so do highly skilled 
migrants and students. 
Some people move away 
from their home coun- 
tries permanently, but 
an increasing propor- 
tion moves only tem- 
porarily, or circulates 
between countries. And 
though an important legal distinction can be made 
between people who move for work purposes and 
those who flee conflict and persecution, in reality 
the two can be difficult to distinguish, as mem- 
bers of the two groups sometimes move together 
in so-called *mixed flows." 

One trend of particular note is that women's 
representation. among migrants has increased 
rapidly, starting in the 1960s and accelerating in 
the 1990s. Very nearly half the world's authorized 
migrants in 2005 were women, and more female 
than male authorized migrants resided in Europe, 
North America, Latin America and the Caribbean, 
the states of the former Soviet Union, and Oceania. 
What is more, whereas women have traditionally 
migrated to join their partners, an increasing pro- 
portion who migrate today do so independently. 
Indeed, they are often primary breadwinners for 
families that they leave behind. 

A number of reasons help explain why women 
comprise an increasing proportion of the world's 
migrants. One is that global demand for foreign 


In the longer term, what will affect 
migration patterns and processes far more 
than any financial crisis is climate change. 
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labor, especially in more developed countries, 
is becoming increasingly gender-selective. That 
is, more jobs are available in the fields typically 
staffed by women—services, health care, and 
entertainment. Second, an increasing number of 
countries have extended the right of family re- 
union to migrants, allowing them to be joined by 
their spouses and children. Third, in some coun- 
tries of origin, changes in gender relations mean 
that women enjoy more freedom than previously 
to migrate independently. Finally, in trends espe- 
cially evident in Asia, there has been growth in 
migration of women for domestic work (this is 
sometimes called the “maid trade”); in organized 
migration for marriage (with the women some- 
times referred to as “mail-order brides”); and in 
the trafficking of women, above all into the sex 
industry. 


MOST IRREGULAR 


Another defining characteristic of the new 
global migration is the growth of irregular mi- 
gration and the rapid rise of this phenomenon in 
policy agendas. Indeed, 
of all the categories of 
international migrants, 
none attracts as much 
attention or divides 
opinion as consistently 
as irregular migrants— 
people often described 
as “illegal,” “undocumented,” or “unauthorized.” 

Almost by deünition, irregular migration de- 
fies enumeration (although most commentators 
believe that its scale is increasing). A common- 
ly cited estimate holds that there are around 40 
million irregular migrants worldwide, of whom 
perhaps one-third are in the United States. There 
are between 3.5 million and 5 million irregular 
migrants in the Russian Federation, and perhaps 
5 million in Europe. Each year, an estimated 2.5 
million to 4 million migrants are thought to cross 
international borders without authorization. 

One reason that it is difficult to count irregu- 
lar migrants is that even this single category cov- 
ers people in a range of different situations. It in- 
cludes migrants who enter or remain in a country 
without authorization; those who are smuggled 
or trafficked across an international border; those 
who seek asylum, are not granted it, and then fail 
to observe a deportation order; and people who 
circumvent immigration controls, for example by 
arranging bogus marriages or fake adoptions. 
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What is more, an individual migrant’s status 
can change—often rapidly. A migrant can enter a 
country in an irregular fashion but then regular- 
ize her status, for example by applying for asylum 
or entering a regularization program. Conversely, 
a migrant can enter regularly then become irregu- 
lar by working without a permit or overstaying 
a visa. In Australia, for example, British citizens 
who have stayed beyond the expiration of their 
visas account for by far the largest number of ir- 
regular migrants. 


THE RICH GET RICHER 


International migration matters more today 
than ever because of its new dimensions and dy- 
namics, but even more because of its increased 
impact—on the global economy, on international 
politics, and on society. Three impacts are par- 
ticularly worth noting: international migration’s 
contribution to the global economy; the signifi- 
cance of migration for development; and the link- 
ages between migration and security. 

Kodak, Atlantic Records, RCA, NBC, Google, 
Intel, Hotmail, Sun, Microsoft, Yahoo, eBay—all 
these US firms were founded or cofounded by mi- 
grants. It has been estimated that international 
migrants make a net contribution to the US econ- 
omy of $60 billion, and that half of the scientists, 
engineers, and holders of Ph.D. degrees in the 
United States were born overseas. It is often sug- 
gested (though this is hard to substantiate) that 
migrants are worth more to the British economy 
than is North Sea oil. Worldwide migrant labor 
is thought to earn at least $20 trillion. In some of 
the Gulf states, migrants comprise 90 percent of 
the labor force. 

Such a selection of facts and figures can sug- 
gest a number of conclusions about interna- 
tional migration’s significance for the global 
economy. First, migrants are often among the 
most dynamic and entrepreneurial members of 
society. This has always been the case. In many 
ways the history of US economic growth is the 
history of migrants: Andrew Carnegie (steel), 
Adolphus Busch (beer), Samuel Goldwyn (mov- 
ies), and Helena Rubenstein (cosmetics) were 
all migrants. Second, migrants fill labor market 
gaps both at the top end and the bottom end—a 
notion commonly captured in the phrase “Mi- 
grants do the work that natives are either un- 
able or unwilling to do.” Third, the significance 
of migrant labor varies across countries but more 
importantly across economic sectors. In the ma- 


jority of advanced economies, migrant workers 
are overrepresented in agriculture, construction, 
heavy industry, manufacturing, and services— 
especially food, hospitality, and domestic ser- 
vices. (It is precisely these sectors that the global 
financial crisis is currently hitting hardest.) Fi- 
nally, migrant workers contribute significantly 
more to national economies than they take away 
(through, for example, pensions and welfare 
benefits). That is, migrants tend to be young and 
they tend to work. 

This last conclusion explains why migration 
is increasingly considered one possible response 
to the demographic crisis that affects increasing 
numbers of advanced economies (though it does 
not affect the United States yet). In a number of 
wealthy countries, a diminishing workforce sup- 
ports an expanding retired population, and a mis- 
match results between taxes that are paid into 
pension. and related programs and the payments 
that those programs must make. Importing youth- 
ful workers in the form of migrants appears at first 
to be a solution—but for two reasons, it turns out 
to be only a short-term response. First, migrants 
themselves age and eventually retire. Second, re- 
cent research indicates that, within a generation, 
migrants adapt their fertility rates to those that 
prevail in the countries where they settle. In other 
words, it would not take long for migrants to exac- 
erbate rather then relieve a demographic crisis. 


THE POOR GET RICHER 


International migration does not affect only 
the economies of countries to which migrants 
travel—it also strongly affects the economies of 
countries from which migrants depart, especially 
in the realm of development in poorer countries. 
The World Bank estimates that each year mi- 
grants worldwide send home about $300 billion. 
This amounts to triple the value of official de- 
velopment assistance, and is the second-largest 
source of external funding for developing coun- 
tries after foreign direct investment. The most 
important recipient countries for remittances are 
India ($27 billion), China ($26 billion), Mexico 
($25 billion), and the Philippines ($17 billion). 
The top countries from which remittances are 
dispatched are the United States ($42 billion), 
Saudi Arabia ($16 billion), Switzerland ($14 bil- 
lion), and Germany ($12 billion). 

The impact of remittances on development is 
hotly debated, and to an extent the impact de- 
pends on who receives the money and how it is 


spent. It is indisputable that remittances can lift 
individuals and families out of poverty: Annual 
household incomes in Somaliland are doubled 
by remittances. Where remittances are spent on 
community projects such as wells and schools, as 
is often the case in Mexico, they also have a wider 
benefit. And remittances make a significant con- 
tribution to gross domestic product (GDP) at the 
national level, comprising for example 37 percent 
of GDP in Tonga and 27 percent in both Jordan 
and Lesotho. 

Most experts emphasize that remittances 
should not be viewed as a substitute for official 
development assistance. One reason is that remit- 
tances are private monies, and thus it is difficult 
to influence how they are spent or invested. Also, 
remittances fluctuate over time, as is now becom- 
ing apparent in the context of the global economic 
crisis. Finally, it has been suggested that remit- 
tances can generate a “culture of migration,” en- 
. couraging further migration, and even provide a 
disincentive to work where families come to ex- 
pect money from abroad. It has to be said, even 
so, that the net impact of 
remittances in developing 
countries is positive. 

International migra- 
tion, Moreover, can con- 
tribute to development 
through other means than 
remittances. For example, it can relieve pressure 
on the labor markets in countries from which mi- 
grants originate, reducing competition and un- 
employment. Indonesia and the Philippines are 
examples of countries that deliberately export 
labor for this reason (as well as to obtain remit- 
tance income). In addition, migrants can contrib- 
ute to their home countries when they return by 
using their savings and the new skills they have 
acquired—although the impact they can have re- 
ally depends on the extent to which necessary in- 
frastructure is in place for them to realize their 
potential. 

At the same time, however, international mi- 
gration can undermine development through 
so-called “brain drain.” This term describes a 
situation in which skills that are already in short 
supply in a country depart that country through 
migration. Brain drain is a particular problem in 
sub-Saharan Africa’s health sector, as significant 
numbers of African doctors and nurses work in 
the United Kingdom and elsewhere in Europe. 
Not only does brain drain. deprive a country of 





Migrant workers around the world are 
being laid off in substantial numbers. 
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skills that are in high demand—it undermines 
that country’s investment in the education and 
training of its own nationals. 


SAFETY FIRST - 

A third impact of international migration—one 
that perhaps more than any other explains why it 
has risen toward the top of policy agendas—is the 
perception that migration constitutes a heightened 
security issue in the era after 9/11. Discussions of 
this issue often revolve around irregular migra- 
tion—which, in public and policy discourses, is 
frequently associated with the risk of terrorism, 
the spread of infectious diseases, and criminality. 

Such associations are certainly fair in some 
cases. A strong link, for example, has been estab- 
lished between irregular migrants from Morocco, 
Algeria, and Syria and the Madrid bombings of 
March 2004. For the vast majority of irregular mi- 
grants, however, the associations are not fair. Ir- 
regular migrants are often assigned bad intentions 
without any substantiation. Misrepresenting evi- 
dence can criminalize and demonize all irregular 
migrants, encourage them 
to remain underground— 
and divert attention from 
those irregular migrants 
who actually are crimi- 
nals and should be pros- 
ecuted, as well as those 
who are suffering from disease and should receive 
treatment. 

Irregular migration is indeed associated with 
risks, but not with the risks most commonly iden- 
tified. One legitimate risk is irregular migration’s 
threat to the exercise of sovereignty. States have a 
sovereign right to control who crosses their bor- 
ders and remains on their territory, and irregular 
migration challenges this right. Where irregu- 
lar migration involves corruption and organized 
crime, it can also become a threat to public secu- 
rity. This is particularly the case when illegal en- 
try is facilitated by migrant smugglers and human 
traffickers, or when criminal gangs compete for 
control of migrants’ labor after they have arrived. 

When irregular migration results in competi- 
tion for scarce jobs, this can generate xenophobic 
sentiments within host populations. Importantly, 
these sentiments are often directed not only at mi- 
grants with irregular status but also at established 
migrants, refugees, and ethnic minorities. When 
irregular migration receives a great deal of media 
attention, it can also undermine public confidence 
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in the integrity and effectiveness of a state's migra- 
tion and asylum policies. 

In addition, irregular migration can undermine 
the “human security" of migrants themselves. The 
harm done to migrants by irregular migration is 
often underestimated—in fact, irregular migra- 
tion can be very dangerous. A large number of 
people die each year trying to cross land and sea 
borders while avoiding detection by the authori- 
ties. It has been estimated, for example, that as 
many as 2,000 migrants die each year trying to 
cross the Mediterranean from Africa to Europe, 
and that about 400 Mexicans die annually trying 
to cross the border into the United States. 

People who enter a country or remain in it with- 
out authorization are often at risk of exploitation 
by employers and landlords. Female migrants with 
irregular status, because they are confronted with 
gender-based discrimination, are often obliged 
to accept the most menial jobs in the informal 
sector, and they may face specific health-related 
risks, including exposure to HIV/AIDS. Such can 
be the level of human rights abuses involved in 
contemporary human traf- 
ficking that some commen- 
tators have compared it to 
the slave trade. 

Migrants with irregular 
status are often unwilling to 
seek redress from authori- 
ties because they fear arrest 
and deportation. For the same reason, they do not 
always make use of public services to which they 
are entitled, such as emergency health care. In 
most countries, they are also barred from using 
the full range of services available both to citizens 
and to migrants with regular status. In such situ- 
ations, already hard-pressed nongovernmental or- 
ganizations, religious bodies, and other civil soci- 
ety institutions are obliged to provide assistance, 
at times compromising their own legality. 


IN HARD TIMES 

What might the future of international migra- 
tion look like? Tentatively at least, the implica- 
tions of the current global economic crisis for 
migration are beginning to emerge. Already a 
slowdown in the movement of people at a world- 
wide level has been reported, albeit with signifi- 
cant regional and national variations, and this 
appears to be largely a result of declining job 
opportunities in destination countries. The eco- 
nomic sectors in which migrants tend to be over- 





Irregular migration is indeed 
associated with risks, but not with 
the risks most commonly identified. 





represented have been hit first; as a consequence 
migrant workers around the world are being laid 
off in substantial numbers. 

Interestingly, it appears that most workers are 
nevertheless not returning home, choosing instead 
to stay and look for new jobs. Those entitled to 
draw on social welfare systems can be expected to 
do so, thus reducing their net positive impact on 
national economies. (It remains to be seen wheth- 
er national economic stimulus packages, such as 
the one recently enacted in the United States, will 
help migrant workers get back to work.) Scattered 
cases of xenophobia have been reported around 
the world, as anxious natives increasingly fear la- 
bor competition from migrant workers. 

In the last quarter of 2008 remittances slowed 
down. Some project that in 2009 remittances, for 
the first time in decades, may shrink. Moreover, 
changes in exchange rates mean that even if the 
volume of remittances remains stable, their net 
value to recipients may decrease. These loom- 
ing trends hold worrying implications for house- 
holds, communities, and even national economies 
in poor countries. 

Our experience of previ- 
ous economic downturns 
and financial  crises— 
including the Great De- 
pression, the oil crisis of 
the early 1970s, and the 
Asian, Russian, and Latin 
American financial crises between 1997 and 
2000—tells us that such crises’ impact on inter- 
national migration is relatively short-lived and 
that migration trends soon rebound. Few ex- 
perts are predicting that the current economic 
crisis will fundamentally alter overall trends to- 
ward increased international migration and its 
growing global reach. 


HOT IN HERE 

In the longer term, what will affect migration 
patterns and processes far more than any finan- 
cial crisis is climate change. One commonly cited 
prediction holds that 200 million people will be 
forced to move as a result of climate change by 
2050, although other projections range from 50 
million to a startling 1 billion people moving dur- 
ing this century. 

The relationship that will develop between cli- 
mate change and migration appears complex and 
unpredictable. One type of variable is in climate 
change events themselves—a distinction is usu- 


ally made between slow-onset events like rising 
sea levels and rapid-onset events like hurricanes 
and tsunamis. In addition, migration is only one 
of a number of possible responses to most cli- 
mate change events. Protective measures such as 
erecting sea walls may reduce the impact. Soci- 
eties throughout history have adapted to climate 
change by altering their agricultural and settle- 
ment practices. 

Global warming, moreover, will make some 
places better able to support larger populations, 
as growing seasons are extended, frost risks 
reduced, and new crops sustained. Where mi- 
gration does take place, it is difficult to predict 
whether the movement will mainly be internal 
or cross-border, or temporary or permanent. And 
finally, the relationship between climate change 
and migration may turn out to be indirect. For 
example, people may flee conflicts that arise over 
scarce resources in arid areas, rather than flee de- 
sertification itself. 

Notwithstanding the considerable uncertainty, 
a consensus has emerged that, within the next 10 
years, climate-related international migration will 
become observably more frequent, and the scale 
of overall international migration will increase 
significantly. Such migration will add still further 
complexity to the migration situation, as the new 
migrants will largely defy current classifications. 

One immediately contentious issue is whether 
people who cross borders as a result of the effects 
of climate change should be defined as “climate 
refugees” or “climate migrants.” The former con- 
veys the fact that at least some people will liter- 
ally need to seek refuge from the impacts of cli- 
mate change, will find themselves in situations 
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as desperate as those of other refugees, and will 
deserve international assistance and protection. 
But the current definition of a refugee in interna- 
tional law does not extend to people fleeing envi- 


ronmental pressures, and few states are willing to 


amend the law. Equally, the description "climate 
migrant" underestimates the involuntariness of 
the movement, and opens up the possibility for 
such people to be labeled and dealt with as irregu- 
lar migrants. 

Another legal challenge arises with the pros- 
pect of the total submergence by rising sea levels 
of low-lying island states such as the Maldives— 
namely, how to categorize people who no longer 
have a'state. Will their national flags be lowered 
outside UN headquarters in New York, and will 
they be granted citizenship in another country? 

The complexities of responding to: climate- 
related movements of people illustrate a more 
general point, that new responses are required to 
international migration as it grows in scale.and 
complexity. Most of the legal frameworks and 
international institutions established to govern 
migration were established at the end of World. 
War II, in response to a migration reality very dif- 
ferent from that existing today, and as a result 
new categories of migrants are falling into gaps 
in protection. New actors have also emerged in 
international migration, including most impor- 
tantly the corporate sector, and they have very 
little representation in migration policy decisions 
at the moment. z 

Perhaps most fundamentally, a shift in attitude is 
required, away from the notion that migration can 
be controlled, focusing instead on trying to manage 
migration and maximize its benefits. — a 
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The Race To Attract Mobile Talent 


RONALD SKELDON 


ot just recently but throughout history, 

skilled migrants around the world have 

participated significantly in cross-border 
movements of people. Expert swordsmen and mil- 
itary leaders, numerate traders, literate missionar- 
ies—as well as many who simply left their native 
lands to settle elsewhere in search of better oppor- 
tunities—belonged to elite groups and could be 
considered “skilled” in one way or another. 

Indeed, migrants tend to be positively selected 
relative to the populations from which they come. 
They are the ones who have, literally, the “get-up- 
and-go” spirit and the initiative to act on it. They 
have access to the resources, small and tenuous 
though these may often be, that allow them to 
travel. And they are the ones who have that little 
bit of extra education that. makes them aware of 
what is “out there” in the first place. 

Many of those who have migrated od 
history have done so, of course, as a result of con- 
quest or slavery; these individuals would have 
been more representative of their populations as 
a whole. However, even people fleeing disasters 
such as the Irish famine have tended to be posi- 
tively selected, with the relatively less poor mov- 
ing further than the poor, and the poorest of the 
poor left in place to starve. 

Today, in our bureaucratized world of nation- 
states, where migrants have to move within com- 
plex structures of immigration regulations and 
policies, the skilled are clearly identified as a cat- 
egory of migrants. Generally the skilled are those 
with some kind of postsecondary education. And 
migration of skilled workers has become a mat- 
ter of interest to countries of origin as well as of 
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destination: Destination countries want skilled 
immigrants, and countries of origin want to keep 
their skilled citizens because they could be essen- 
tial contributors to development. 

Skill shortages in both origin and destination 
countries are issues of considerable political and 
economic significance, and concerns about “brain 
drain” often come to the fore. Specifically, devel- 
oping countries accuse the developed world of 
“poaching” their best and brightest and thereby 
prejudicing their chances for development. 

Certainly, if one area of convergence in immi- 
gration policy exists in the developed world to- 
day, it is crystallizing around the need to attract 
increasing numbers of skilled migrants while re- 
ducing the numbers of unskilled migrants. Cana- 
da first introduced a points system to streamline 
immigration for the type of migrant it wanted to 
accept in 1967. Applicants under this system are 
allocated points against a series of attributes: edu- 
cation, language ability, type of training or skill, 
family ties in Canada, and so on. The points allo- 
cated vary depending on the country’s skill needs 
at the time, and the applicants with the most 
points are given priority for entry. 

By the end of the twentieth century, the United 
States, Australia, France, Germany, and the Unit- 
ed Kingdom had all made greater provisions to at- 
tract the highly skilled. In short, a global competi- 
tion for talent has emerged. 


THE LURE OF PROSPERITY 


The factors driving international flows of migra- 
tion in general and skilled migration in particular 
mostly involve global inequalities in development. 
In less developed countries, the educated are the 
ones most likely to perceive that they might be 
better off in some parts of the world than in oth- 
ers, and they are the ones best equipped to use 
their skills in such places. In general, the net flow 


of migrants—including skilled migrants—is di- 
rected. toward the more developed countries of 
the world, with the United States at the apex of a 
hierarchy of complex flows, from relatively poorer 
to relatively richer economies. 

Such a simple division of the world into rela- 
tively richer and poorer areas belies a host of 
complicating, intervening factors. Some wealthier 
countries maintain a much more open approach 
to migration than others: Australia, Canada, New 
Zealand, and the United States, for example, com- 
pared with Japan or South Korea. Nevertheless, 
with but a very few exceptions (such as North Ko- 
rea and Myanmar), the governments of all econo- 
mies, rich and poor, generally look favorably on 
skilled migrants and facilitate their entry. 

This fundamental point reflects the globaliza- 
tion of the world over the past half century, an 
era during which companies and other organiza- 
tions have expanded their activities transnation- 
ally and sent staff from head offices to branches 
around the world to oversee operations. Indeed, 
many people in the skilled migration system are 
not migrants in the strict 
sense—they do not intend 
to settle—but rather are 
highly mobile individuals’ 
who move in order to un- 
dertake specific tasks at 
specific times, and who in 
fact may circulate among a 
series of destinations. 

Thus, the flow of skilled workers may be ne- 
gotiated as part of trade arrangements, instead 
of being set as part of immigration policy. This 
represents a privilege that is unlikely to be ex- 
tended to other migrant groups. Even so, the 
majority of skilled migrants is admitted under 
the regular immigration programs of developed 
economies, including those that employ point 
systems. Using figures collected by the Organi- 
zation for Economic Cooperation and Develop- 
ment (OECD), experts working with the World 
Bank bave estimated that skilled migrants ac- 
counted for virtually half of the annual increase 
in the stock of migrants in OECD countries in the 
years between 1990 and 2000— some 800,000 of 
the total annual increases of 1.7 million. 

OECD countries can be taken as an approxima- 
tion for the developed world as a whole, indicating 
the “success” of developed-country policies in at- 
tracting skilled migrants or in limiting the entry 
of less-skilled migrants. The share of all autho- 


The evidence does not support any 
easy assumption that an exodus of 
the skilled impedes development. 
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rized migrants 15 to 64 years of age admitted to 
the United States with postsecondary education 
increased from about 25 percent in 1990 to 30 
percent by the mid-1990s. For Europe, the pro- 
portion of skilled migrant labor increased from 
about 15 percent of the total in 1990 to some 25 
percent by 2001. 


FILLING SKILL GAPS 


The reasons for this shift were complex. Es- 
sentially, immigration policies were changed in 
response to perceived mismatches between skills 
produced and skills needed nationally. The revo- 
lution in information technology that began in the 
1990s led to perceived shortages in sectors consid- 
ered vital to developed economies, and such states 
turned to immigrants to supply the skills. 

Developed economies are characterized as well 
by sustained low fertility, which has led to low and 
even declining rates of population growth in some 
countries. This trend toward aging societies is also 
associated with shifts toward degenerative pat- 
terns of disease that require more labor-intensive 
forms of treatment and, as a 
result, increased demand on 
health care systems. Hence, 
developed countries have 
been importing more health 
personnel. 

The number of foreign- 
born medical graduates 
practicing in the United States increased from 
around 18 percent of the total in the 1970s to 25 
percent in 2000. Also in the United States, an ex- 
isting shortfall between the number of nurses pro- 
duced nationally and the number actually needed 
is projected to grow to 800,000 by 2020. 

Nevertheless, económic and demographic fac- 
tors alone cannot explain the increased propor- 
tion of skilled migrants moving to the developed 
world. It is extremely difficult to import specific 
types of skills at precisely the time and to the spe- 
cific places they are required—even if these are 
known in the first place. A time lag always ex- 
ists between the time a particular skill demand 
is identified and the time a position can be filled 
with a skilled migrant. Immigration procedures 
can be slow. Indeed it is precisely for this reason 
that the United States has created specific visa 
categories to address specific needs, and that in- 
ternational agreements on skilled migration have 
been sought (through multilateral structures such 
as global trade rules). | 
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The critical objective in all this is to facilitate 
the rapid, efficient transfer of skills to places where 
they are most needed while avoiding the elaborate 
procedures that govern immigration. While ef- 
forts have been made to facilitate the movement 
of these skills through non-immigration initia- 
tives that are essentially trade agreements, states 
also reorient immigration policy itself toward the 
skilled. They do so because it is the skilled work- 
ers who are easiest to integrate in the context of in- 
creasingly multicultural immigration. If a migrant 
has a particular skill, the probability is that he or 
she will be flexible enough to adjust to changing 
labor market demands and integrate more readily 
into the economy. 

But also important is the fact that educated 
people are likely to be more flexible in general and 
thus more able to integrate into a new society than 
the less educated. Skilled migrants are more likely 
already to have learned the language of the host so- 
ciety, or to master it quickly. The skilled are most 
likely to become members of transnational classes 
across professions, regardless of their origins. 


MULTIPLIER EFFECTS 

It would be naive to assume, however, that 
the skilled international migration system is 
completely separate from other types of migra- 
tion. Skilled migrants are often accompanied by 
family members who may also be skilled but, 
depending on the conditions of their visa en- 
try, may or may not be allowed to practice their 
professions. 

Also significant in this regard are multiplier 
effects: Skilled migrants generate a demand for 
less-skilled jobs, and for jobs that native popula- 
tions might be unwilling to do. For example, the 
skilled—or as recent experience seems to suggest, 
the not-so-skilled—financial experts who work in 
globalized cities inflate demand for services such 
as those in the restaurant, laundry, office clean- 
ing, courier, and coffee house trades. Thus, the 
idea that skilled migrants can be welcomed while 
the less skilled are excluded might be misplaced. 
In this regard the United Kingdom, through its 
recent immigration reform, biases its intake to- 
ward the skilled—but also envisions importing 
less-skilled labor from the countries newly incor- 
porated into the European Union. 

Although the net flow of skilled migrants 
moves toward wealthier countries, important 
flows move in the opposite direction too. Some 
skilled workers move from the developed to the 


developing world to provide expertise that the lat- 
ter has not yet been able to generate on its own. 
After all, some small economies may never be able 
to produce the whole range of skills required for 
them to participate in a global economy, and may 
be permanently dependent on the circulation of 
skills from abroad. 

That said, the dominant flows of skilled mi- 
grants—just as with less-skilled migrants—move 
toward developed countries. In the case of skilled 
migration, however, World Bank and OECD fig- 
ures show that these flows originate primarily in 
other parts of the developed world and in a small 
number of middle-income developing countries, 
such as China, India, Mexico, and the Philippines. 
This pattern is entirely logical, since it is in these 
parts of the world that facilities to develop skills 
are found in the first place. 

One of the main difficulties associated with 
assessing migration of the highly skilled is de- 
termining migrants’ place of training. Existing 
data essentially provide place of birth, place of 
current residence, and level of education. The 
place of training is rarely available, and many of 
the foreign-born, in any country, may have been 
trained outside their country of birth. Just over 
two-thirds of foreign-born scientists working in 
the United States in 1999 had been trained in the 
United States, for example. Only one-quarter of 
Egyptian-born doctors practicing in Canada in 
2001 had been trained in their home country. 

Indeed, many of these foreign-born individuals 
may have ended up in a developed country when 
they migrated with their parents. On the other 
hand, one of the key characteristics of the global 
flow of skilled workers is movement to obtain ba- 
sic and advanced training: that is, the migration 
of students. 


GLOBALIZED SCHOOLING 

By one estimate, the number of students study- 
ing abroad at the postsecondary level in 2006 was 
around 2.75 million. Nearly two-thirds of these 
students were found in just six countries: the 
United States, Britain, Germany, France, Austra- 
lia, and Japan. In fact, the globalization of educa- ` 
tion has, for several reasons, emerged as one of 
the most important factors underlying the inter- 
national skilled migration system. 

English is the dominant language of interna- 
tional communication and business, and many 
families feel that in order for their children to 
master the language, education in an English- 


speaking environment is required. Over 40 per- 
cent of foreign-born students are found in the 
United States, Britain, and Australia, and it is in 
these countries, too, that some of the best uni- 
versities in the world are found. Families pursue 
quality in the education of their children, rela- 
tive to perceived lower standards in their home 
countries, even though these countries tend to be 
middle-income economies. Asia, and particularly 
China and India, dominate student flows to the 
United States and Australia. 

The question of support for overseas education 
looms large: Does it come from the source country 
or from the host country? Evidence suggests that 
host institutions cover increasing proportions of 
tuition and other costs, particularly at advanced 
levels, through research grants and scholarships. 
However, individual families—particularly from 
the evolving middle classes in rapidly growing 
Asian economies—also cover part of the costs. 
In this context, an unknown factor is the extent 
to which remittances are used to fund education. 
Not all remittances, in 
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students. The number of 18-year-olds in Japan, for 
example, declined from just over 2 million in 1992 
to 1.3 million in 2007, and not all of the country’s 
744 universities are expected to survive. Howev- 
er, an international market exists for education, 
and when increased fees can be charged for over- 
seas students, many universities in the developed 
world see extending their recruitment areas as 
part of their long-term survival strategies. 

Of course, other less pecuniary advantages 
also attend an international student body, such as 
the creation of a culturally diverse environment 
in which students can benefit pedagogically. And 
other long-term national political and econom- 
ic benefits are likely to accrue from generating 
a global network of the leaders of tomorrow, in 
which future leaders of developed and developing 
economies can interact. International education 
has become a multimillion-dollar business with 
many ramifications. 

One of these ramifications is the extension of 
English-language education out of its traditional 

heartlands. Several coun- 





other words, are returned 
to the home country; they 
may be used to finance 
further migration of the 
skilled. 

The trend of student 
migration underlies other 
important trends. Given 
that developed countries 
are orienting their immigration policies toward 
attracting the best and the brightest, it is impor- 
tant that skilled migrants meet the professional 
standards of the host society. To solve the issue of 
accreditation, it makes sense to train profession- 
als in situ. 

Hence, an important link has emerged between 
the migration of students and the migration of the 
skilled: Developed countries increasingly attract 
students and then offer residence status to them 
upon graduation, particularly if they are gradu- 
ating in the sciences or computing. A concern of 
the United States in particular is that, post-9/11, 
security checks are slowing the recruitment of tal- 
ent from certain countries. Nevertheless, the total 
student intake to America has, in recent years, re- 
sumed its steady growth. 

Demographics are a significant factor in stu- 
dent migration as well. Many developed countries 
are seeing declining numbers in their younger age 


groups and are looking for alternative sources of 
N 


Most of this migration represents an 
exchange of skills within the developed 
world itself, or an exchange from a 
relatively small number of rapidly 
growing developing economies. 


tries in Ásia, as well as in 
Europe outside the United 
Kingdom, have already 
established advanced 
training programs in Eng- 
lish in their universities. 
Meanwhile, US and British 
universities are expand- 
ing their own overseas 
programs. These range from distance learning to 
offering accredited courses in overseas universi- 
ties to the establishment of complete branch cam- 
puses. Examples include a New York University 
campus in Abu Dhabi and University of Notting- 
ham campuses in Semenyih, Malaysia, and in 
Ningbo, China, where some 5,500 students are 
already studying. 

It is a certainty that centers of excellence in- 
creasingly will emerge in strategic places around 
the world—most created by national rather than 
transnational forces—and that traditional devel- 
oped countries will face increasing competition, 
not just among themselves, but with centers in 
China, Malaysia, Singapore, India, and South Afri- 
ca. Already, there are some 53,738 foreign students 
in South Africa, 40,774 in Malaysia, and 36,386 in 
China. (India has only 7,589. There, liberalization 
of the international education system appears to 
be proceeding more slowly than in other emerg- 
ing economies in the region and beyond.) 
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WINNERS AND LOSERS 

Migrations of skilled workers have traditionally 
been seen as a gain for the destination and a loss 
for the originating country. The phenomenon has 
popularly been seen as a brain drain that inhibits 
the development potential of the home economy. 
Recent research, however, has thrown a question 
mark at such an easy conclusion. Given that the ma- 
jority of skilled migrants originate either in coun- 


tries in the developed world or in a small number 


of middle-income developing economies, a simple 
correlation between the exodus of the skilled and a 
lack of development is counterintuitive. 

Although concerns were expressed in the 
1960s about the loss of students and skilled mi- 


grants from economies such as South Korea and. 


Taiwan, it is difficult to envision those economies 
growing even faster if those people had stayed at 
home. Quite the reverse, an integral part of their 
development has been the creation of regional and 
global networks of citizens who have facilitated 
the penetration of external markets. 

Hence, the migration of the skilled tends to be 
correlated positively with development. In this re- 
gard, much interest has € 
been directed toward 
one aspect of migration 
that might promote rath- 
er than inhibit devel- 
opment: the role of the 
diaspora, that is, the net- 
work of migrants from 
any country around the 
world. The diaspora can assist in at least two ways: 
They send money back as remittances, which can 
help to offset the economic costs of the loss of 
skilled migrants; and some of them return with 
yet more skills learned overseas that might help 
the home nation develop. 

There is much to be said for both of these 
points, though it is unlikely that either remittanc- 
es or returns in themselves generate development, 
and their impact varies greatly from one part of 
the world to another. 

The investment of overseas Chinese and Viet- 
namese in their homelands has been significant, 
with perhaps half of the $48 billion in foreign di- 
rect investment that went to China in 2002 com- 
ing from overseas Chinese, and $3 billion being 
invested in Vietnam by overseas Vietnamese in 
2004. However, the critical point in both of these 
cases is that something existed for the migrants to 
invest in. Reforms introduced by the governments 


If people are trained to global standards, 
they can be expected to migrate 
globally to where their skills 
can be most profitably employed. 


were fundamental to the creation of a changed in- 
vestment climate. And the migrants in the diaspo- 
ra were but one group, even if an important one, 
that took advantage.of the changed conditions: 
They did not create them. 

Likewise, returned migrants can play a role in 
political change. It can be argued that a significant 
number of the revolutionary leaders in both China 
and Vietnam were skilled returned migrants, par- 
ticularly from France. Large numbers of people in 
the bureaucracies and governments of most East 
Asian countries today were trained outside their 
native countries. And was it purely a coincidence 
that shifts in South Korea and Taiwan toward more 
open forms of government occurred at about the 
time that increased numbers of students were re- 
turning from overseas? But again, of course, con- 
text is critical. There was something for the re- 
turning students to become involved in at home. 
Migration is hardly the only driver of change. 


"BRAIN DRAIN" HYPE 

It is in poorer countries in sub-Saharan Africa 
that the charge of *poaching" the skilled is most 
clearly heard, and it is 
particularly directed at 
the movement of health 
professionals. That there 
are ^more Malawian doc- 
tors in Manchester than 
in Malawi” captures 
the spirit, rather than 
the exactitude, of these 
charges. In fact, a clear case that brain drain is 
harmful is hard to sustain. 

OECD estimates have shown that the pool of 
all medical personnel (except nurses) expanded 
in South Africa in the late 1990s, during a period 
of high emigration of skilled health professionals. 
These data lend support to those who argue that 
the emigration of the skilled can be positive for de- 
velopment, quite apart from the creation of a net- 
working diaspora. Students planning to migrate 
will specifically choose training that can lead to a 
job overseas, but not all will be able to migrate be- 
cause of increasing numbers in their chosen fields 
and because of restrictions on their migration by 
destination countries. Developing countries are 
therefore left with more people trained in these 
skills than they otherwise would have. 

Whether they are left with the less able and 
the least experienced remains a question for fur- 
ther research. Still, the evidence does not sup- 


port any easy assumption that an exodus of the 
skilled impedes development. Other factors are 
more important. 

One of those other factors relates to condi- 
tions of service within countries of origin—not 
just salaries but also prospects for promotion, 
further training, housing, and available facilities. 
In the case of South Africa, the number of nurses 
remained stagnant in the late 1990s, and some 
32,000 vacancies existed in the public sector in 
2001. The easy conclusion would be that an exo- 
dus of nurses caused the vacancies. But the OECD 
data showed that 35,000 nurses were in South 
Africa and either inactive or unemployed at the 
time. That is, an exodus from the sector but not 
the country existed—and a brain drain need not 
relate mainly to migration. | 

A further factor weakening the idea that brain 
drain impedes development has to do with the 
level of training itself. If the priority of poor coun- 
tries is to achieve basic improvements in public 
health, the answer may not be to increase the 
number of highly trained medical specialists. A 
priority would seem to be the training of people 
who have basic medical or paramedical skills 


and who are willing to work in those parts of the 


country where the needs are greatest: poor, often 
remote, rural areas and low-income urban settle- 
ments. If people are trained to global standards, 
they can be expected to migrate globally to where 
their skills can be most prohtably employed. 

Freedom of movement is a basic human right 
and it would be wrong to attempt to restrict this 
movement in an effort to curtail brain drain. The 
result of any such restriction, almost certainly, 
would be that qualified individuals would migrate 
anyway, but irregularly, and into situations where 
their skills could not be legally used. And that 
would lead to "brain waste." 

Instead, the priority in developing countries 
should be to shift the emphasis in training, and 
particularly state-funded training, toward pro- 
duction of basic skills required for local labor 
markets. Such a strategy would result in high- 
er retention rates. Meanwhile, more advanced 
training to international standards can either be 
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funded privately, with the expectation of a de- 
gree of "leakage" on graduation, or by sending 
students to overseas education centers, in the 
process creating globalized networks that benefit 
the home country. 


THE BLAME GAME 


This discussion certainly does not preclude the 
possibility that certain places are set back by the 
loss of the skilled. OECD data show that the high- 
est losses of the skilled as a proportion of the to- 
tal numbers of skilled are found in small island 
countries. Moreover, it is important to note that 
internal brain drains occur, too. The majority of 
people across the world who move do so within 
the boundaries of their own countries. And those 
who leave their villages to move to cities, initially 
at least, are those with relatively more education 
and resources. 

Even so, attempts to stem rural-to-urban flows 
over all but the short term have met with failure, 
as large parts of the world have become depopu- 
lated. We can expect this scenario to spread re- 
lentlessly as more isolated and marginal areas 
depopulate and become essentially recreational 
niches for an increasingly urban and globalizing 
society and economy. 

In the future, policy makers attempting to 
manage the movement of skilled labor would ben- 
efit from performing a closer examination of the 
patterns, causes, and consequences of this migra- 
tion. Yes, destination countries are seeking ways 
to attract the skilled as a means of maintaining 
economic competitiveness. And yes, the impact is 
often seen to fall on poorer developing countries, 
and voices have been raised urging restrictions on 
“brain drain.” 

But, in fact, most of this migration represents 
an exchange of skills within the developed world 
itself, or an exchange from a relatively small 
number of rapidly growing developing econo- 
mies. And the impact of skilled migration on 
poor countries seems to be neither clear nor nec- 
essarily always negative. Other factors, the evi- 
dence suggests, are more important in explain- 
ing underdevelopment. E 
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Waiting Games: The Politics of | 
US Immigration Reform _ 


SUSAN E MARTIN 


epeated efforts to achieve a new bination- 

al approach to immigration between the 

United States and Mexico have all ended 
in failure. So have recurring attempts to enact 
comprehensive US immigration reform that would 
include new temporary worker programs and le- 
galization of unauthorized migrants, along with 
enhanced enforcement of immigration laws and 
border security. It is too soon to tell how immi- 
gration reform will fare in the young administra- 
tion of Barack Obama, or with a more dominantly 
Democratic US Congress. But swift passage of new 
legislation does not seem a likely prospect. For the 
foreseeable future, in any event, migration from 
Mexico appears likely to remain a contentious and 
vexing issue in American politics. 

Although migration has long existed between 
Mexico and the. United States, the North Ameri- 
can Free Trade Agreement (NAFTA), implemented 
in 1994, heralded a new era of cooperation and 
consultation on migration management. Until 
the 1990s, each government saw migration from 
its own perspective, and did little to understand 
the position of the other or to negotiate common 
approaches. The US government pursued largely 
unilateral policies. While many recognized that 
changes in immigration policies might have a 
disproportionate effect on migrants from Mexico, 
there was no interest in designing Mexico-specific 
policy responses. Rather, legislation such as the 
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Immigration Reform and Control Act of 1986 
provided legal status to Mexican undocumented 
aliens on the same basis as to those: who came 
from other countries. 

The Mexican government, for its part, chose 
until the late 1980s to maintain a “policy of no 
policy" on migration to the United States. Dur- 
ing the 1990s, however, that position changed and 
Mexico's government became more visibly en- 
gaged. Mexican authorities began to lobby in the 
United States on political and economic matters, 
something they had not done before the NAFTA 
negotiating process. Today the Mexican govern- 
ment no longer operates solely via its Secretariat 
for Foreign Relations and the US Department of 
State, but rather fans out across the spectrum of 
US private interest groups, public agencies, and 
Congress. The increased closeness of the US- 
Mexico economic relationship, and that relation- 
ship's salience for Mexican economic recovery and 
growth, also increase the need to handle other 
problems in ways that avoid harming economic 
cooperation. Among these “other problems,” 
migration is the most significant. 

In the long term, when economic progress re- 
duces income disparities among the three coun- 
tries in NAFTA, freer movement of people will 
likely follow the already recognized benefits of 
freer movement of goods, services, and capital. 
At present, however, such integration of the la- 
bor markets is unlikely to occur, given the large 
differences in wages. The United States will 
continue to be a magnet for Mexicans seeking 
higher wages and more stable employment. And 
parts of Mexico will continue to rely heavily on 
remittances from workers in the United States 
for support of families and contributions to eco- 
nomic development. 


The United States and Mexico share the goal of 
improving management of migration between the 
two countries. It is in neither country’s interest 
that hundreds of thousands of people risk their 
lives each year to cross illegally into the United 
States. Nor is the continued presence of millions 
of unauthorized migrants, living and working 
in the shadows, of benefit to either country. Im- 
migration reform is needed that will deter future 
illegal migration while regularizing the status of 
those already living in the United States. 

During the 1990s, the US-Mexico Binational 
Commission created a Working Group on Mi- 
gration and Consular Affairs, which provided 
tangible opportunities for enhanced cooperation 
on immigration and border issues. In 1997 Presi- 
dent Bill Clinton signed a joint statement pledg- 
ing improved bilateral cooperation on managing 
migration. This engagement has led to a number 
of actions, both unilateral and cooperative. Fast 
lanes, for example, were set up to reduce waits at 
border crossings into the United States. Coopera- 
tion to prevent drug smuggling at the border has 
increased. And both sides 
have taken steps to reduce 
the smuggling of immi- 
grants. 

But the enhanced con- 
sultation has not always 
yielded positive results, and 
migration has remained a 
tense issue in the bilateral relationship. The eco- 
nomic situation in both countries in the 1990s—a 
boom in the United States, a very slow recovery 
from a 1994 bust in Mexico—led record numbers 
of Mexicans to enter the United States during the 
second half of that decade. Over the past 10 years, 
a much-publicized increase in border enforcement 
has done little to stem the tide. And the higher 
cost and greater risk of crossing the border have 
encouraged unauthorized migrants to remain for 
longer periods in the United States. 


CONGRESSIONAL GRIDLOCK 


At the same time, comprehensive reform bills 
proposed in the US Congress have gone nowhere. 
The most recent Senate legislation died as oppo- 
sition from the Republican right and, to a lesser 
degree, from the Democratic left prevented the 
congressional leadership from even bringing the 
bill to a vote. Washington essentially entered a 
holding pattern on immigration policy with the 
start of the long campaign season that culminated 





Too often economic crises have led to 
backlashes against immigrants, who 
are seen as taking jobs from natives. 
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last year in Obama’s election. What accounts for 
America’s repeated failure to achieve comprehen- 
sive reform? 

Part of the explanation is the controversial na- 
ture of the immigration issue in US politics. The 
issue sparks intense reactions on both sides of the 
political spectrum. Different groups are equally 
committed to ensuring, on the one hand, that un- 
authorized migrants are kept out of the country 
and do not receive amnesty if they have entered 
illegally; and on the other hand, that those who 
provide needed work gain the fullest access pos- 
sible to employment opportunities, benefits, and 
citizenship. | 

In the fierce debate concerning immigration 
reform and temporary worker proposals, a num- 
ber of questions keep recurring. For instance: 
Should separate guest worker programs exist 
for agricultural workers and for nonagricultural 
workers, or should the same program cover both 
groups? Should eligible participants in guest 
worker programs be limited to aliens currently 
within the United States, aliens outside the coun- 
try, or both? 

What about a legaliza- 
tion or "earned adjust- 
ment" program that would 
lead to legal permanent 
residency in the United 
States? Should criteria for 
legalization include multi- 
year work requirements? Or would that exclude 
many short-term agricultural workers, and lead 
to exploitation of workers who fear being fired? 
And should a new guest worker program offer de- 
rivative status to family members, or is it better 
to eliminate such measures to encourage eventual 
return to the country of origin? 

Also, should numerical limits be placed on the 
numbers of individuals eligible to participate in 
a new guest worker program? Would it be wise 
to enforce return to the participants country of 
origin—for example, through deportation—at the 
end of the program? Or could there be financial 
incentives to return home? And how can the oper- 
ation of a guest worker program protect homeland 
security, ensuring that individuals who pose a se- 
curity threat are not allowed into the country? 

For the most part, the debate in Congress has 
not envisioned a separate or special migration 
agreement with Mexico. Rather, the reforms pro- 
posed would apply universally. Nevertheless, there 
is recognition that Mexicans constitute the largest 
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source of both unauthorized and legal immigra- 
tion into the United States. Hence, the changes 
would have disproportionate impact on Mexico— 
for better or worse. 

In the 110th Congress, a comprehensive reform 
bill in the Senate represented a compromise, one 
that lifted elements from previous legislative at- 
tempts while also introducing new policies. It 
failed in part because of sustained opposition 
from both conservative Republicans and liberal 
Democrats. On the right, the concerns were about 
earned regularization for unauthorized migrants, 
a policy referred to as amnesty throughout the 
debate. Drawing on grassroots opposition to “re- 
warding illegality,’ opponents argued for an en- 
forcement-only approach that more closely mir- 
rored sentiment among Republicans in the House 
of Representatives. 

On the left, the opposition took two forms. First 
was opposition to an expansive temporary worker 
program, which, it was argued, would weaken 
labor standards protection and reduce wages for 
already resident workers. Second was opposition 
to changes proposed in the 
admission of permanent 
residents, particularly the 
elimination of certain cate- 
gories of family admissions. 
At the same time, business 
groups expressed concern 
about potential difficulties 
in obtaining green cards 
for valued employees who might not qualify un- 
der proposed regularization rules. When the pres- 
idential campaign heated. up, political observers 
declared immigration reform dead, at least for the 
time being. 


QUOTAS AND COMMISSIONS 

In fact, comprehensive immigration reform 
has been the exception, not the rule, in American 
politics. Until 1875, there were few laws regulat- 
ing immigration to the United States. From then 
until 1921, the Congress put into effect a series 
of rules that excluded immigrants from certain 
countries or races (primarily through the Chi- 
nese, Japanese, and other Asian exclusion acts) 
and restricted others on the basis of their health, 
morals, likelihood to become public charges, and 
other similar factors. 

During the last decades of the nineteenth cen- 
tury and into the early twentieth century, the de- 
bate on immigration heated up as the number of 


Immigration reform is needed that 
will deter future illegal migration 
while regularizing the status of those 
already living in the United States. 


immigrants from Southern and Eastern Europe 
increased dramatically. As would be the case in 
later reform efforts, the Congress established a 
commission to assess the impact of immigration 
and make recommendations. At first the debate 
focused on a literacy test that proponents thought 
would restrict immigration to those with higher 
levels of education. After passage of the literacy 
requirements in 1917 failed to shift immigration 
origins and numbers. as expected, opponents of 
mass migration turned to a more comprehensive 
approach that resulted in the National Origins 
quota system. It was enacted in 1921 and refined 
into its definitive form in the National Origins 
Act of 1924. 

The National Origins Act placed overall numer- 
ical restrictions on immigration from the Eastern 
Hemisphere and set per-country quotas based on 
the percentage of Americans in the 1890 Census 
who originated from specific countries. Because 
the 1890 Census preceded the mass migration 
from Southern and Eastern Europe, higher quo- 
tas went to the United Kingdom and northwestern 
Europe. The annual quotas 
for Italy, Poland, and Greece 
were 4,000, 6,000, and 100, 
respectively; by contrast, 
in 1907 alone, more than 
285,000 Italians had en- 
tered the United States. 

The National Origins 
laws stayed in place until 
1965 despite great criticism in the period after 
World War II and a series of bills that enabled ad- 
mission of refugees and displaced persons outside 
of the quotas. The Congress, overriding Presi- 
dent Harry Truman’s veto, renewed the National 
Origins quotas in the 1952 McCarran-Walter Act. 
That act also established a system of preferences 
for skilled workers and the relatives of US citi- 
zens and permanent residents. In the context of 
the emerging cold war, the legislation tightened 
security as well, barring admission on a number 
of ideological grounds. 

In 1952, Truman established a commission that 
issued a report the following year entitled “Whom 
We Shall Welcome.” It recommended that nation- 
al origins quotas be eliminated and that criteria 
based on broader US interests be established in- 
stead. The commission held that US immigration 
laws “flout fundamental American traditions and 
ideals, display a lack of faith in America’s future, 
damage American prestige and position among 


other nations, [and] ignore the lessons of the 
American way of life.” 

But it was not until 1965 that a comprehensive 
overhaul of US immigration policy took place. In- 
troduced in the context of the broader civil rights 
movement, the 1965 amendments eliminated na- 
tional origins quotas, replacing them with a limit 
of 20,000 visas per country and an overall ceiling 
of 160,000 for the Eastern Hemisphere. The legis- 
lation also established the first ceiling on Western 
Hemisphere migration, set at 120,000 visas per 
year. Immediate family (spouses, minor children, 
and parents) of US citizens would be admitted out- 
side of the numerical limits. Within the numeri- 
cally limited categories, a preference system was 
established that permitted admission of relatives, 
foreign workers, and refugees. Subsequent legisla- 
tion established a global ceiling of 290,000, elimi- 
nating the separate ceilings for the Eastern and 
Western hemispheres. 


No RUSH ON REFUGEES 

Legislation regarding admission of refugees un- 
derwent a similarly lengthy process before reform 
was achieved. During the 1930s and early 1940s, 
many refugees had been rejected for admission to 
the United States. The most extreme case was that 
of the St. Louis, a ship full of Jewish refugees that 
was turned back by the United States (and other 
countries) and forced to return to Europe, where 
many of the passengers died in the Holocaust. Af- 
ter the war, the United States admitted thousands 
of displaced persons via a series of presidential 
rulings and ad hoc laws. 

In 1951, the UN Convention Relating to the Sta- 
tus of Refugees was adopted, but the United States 
did not ratify the convention despite participating 
in its drafting. Only in 1969 did the United States 
ratify the 1967 Protocol to the Refugee Conven- 
tion. And it was not until 1980 that the country 
passed legislation adopting the UN definition of 
“refugee” and putting in place a permanent sys- 
tem for refugee resettlement and asylum proceed- 
ings. Previously, refugees from Hungary, Cuba, 
Indochina, and the Soviet Union were admitted 
through the parole authority of the Attorney Gen- 
eral because those emergency admissions exceed- 
ed the 17,000 refugee visas included in the regular 
immigration legislation. 

When unauthorized migration grew in the 
1970s, Congress considered legislation but failed 
to reach consensus. Instead, it formed the biparti- 
san Select Commission on Immigration and Refu- 


The Politics of US Immigration Reform ¢ 163 


gee Policy (SCIRP), a time-honored way, as we have 
seen, to navigate the complexities and emotions 
of immigration policy. Its final report, issued in 
1981, recommended a three-legged stool that in- 
cluded enhanced enforcement, particularly in the 
form of sanctions against employers who hired il- 
legal workers; legalization for the estimated 3 mil- 
lion to 6 million unauthorized migrants already 
in the country; and reforms in legal admissions 
programs that would increase dramatically the 
number of immigrants to be admitted on the basis 
of their skills. 

The basics of the SCIRP proposals were tak- 
en up by successive Congresses. The employer 
sanctions and legalization recommendations 
were finally enacted in the 1986 Immigration 
Reform and Control Act (IRCA) by a narrow vote 
in a lame duck Congress. The legal admission re- 
forms were not enacted until the 1990 Immigra- 
tion Act. As unauthorized migration grew again 
after implementation of IRCA, the Congress asked 
still another commission to advise it on immi- 
gration reforms. While some of the Commission 
on Immigration Reform's recommendations were 
adopted by administrative action and in 1996 im- 
migration legislation, its recommendation for an 
electronic employment verification system—the 
heart of its 1994 report to Congress—was never 
fully implemented. 

In the context of these historical trends, the 
recent congressional failure to enact comprehen- 
sive reform despite strong bipartisan agreement 
on many points is not surprising. Major changes 
in immigration policy generally require years of 
preparation and negotiation. Even the imprima- 
turs of blue ribbon commissions do not ensure 
quick passage of new approaches. 


STRANGE BEDFELLOWS 

The nature of the political coalitions that form 
around immigration explains some of the difficul- 
ty of gaining consensus. I have found it helpful to 
identify four different groups in the debate, char- 
acterized by varying attitudes about immigration 
levels on the one hand and immigrant rights on 
the other. 

The first group, the advocates, is favorable to 
high levels of immigration, as measured by num- 
bers of admissions, and is committed to the pro- 
tection of the rights of immigrants. Its preference 
is for permanent admissions that provide access to 
citizenship. The second group, the free marheters, 
also supports high levels of immigration, but its 
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members are willing to restrict the rights of those 
admitted. Free marketers prefer large-scale tem- 
porary worker programs, limitations on access to 
public welfare programs, and measures that per- 
mit quick removal of any migrants who commit 
criminal or other offenses. The third group, the 
restrictionists, also supports limits on the rights 
of migrants, but in the context of limitations on 
the numbers to be admitted. The fourth group, 
integrationists, sees rights as paramount. But it is 
comfortable with numerical limits on admissions, 
especially in categories that inherently limit the 
capacity of migrants to exercise their rights (for 
example, temporary worker programs and unau- 
thorized migration). 

In debates over immigration reform, these 
groups often form coalitions in support of spe- 
cific provisions. For example, the supporters of 
high levels of immigration (advocates and free 
marketers) will often join together to defeat ef- 
forts to restrict movements. But they break apart 
when issues regarding the rights of immigrants 
come up for votes; at such times, the free mar- 
keters will often join the 
restrictionists. Such shift- 
ing interests create strange 
bedfellows who find it dif- 
ficult to achieve consensus 
on comprehensive reforms, 
even if they are able to 
agree on many elements of 
immigration policy. 

Making the process of reform even more dif- 
ficult is a basic ambivalence within the American 
public regarding immigration. Many Americans 
speak fondly and nostalgically about their own 
immigrant forebears who, in their mind, created 
this nation of immigrants. At the same time, they 
are fearful that today's immigrants are somehow 
different and less likely to contribute and assimi- 
late—that is, to become true Americans. This am- 
bivalence is by no means new. Benjamin Franklin 
worried that the Germans immigrating to Penn- 
sylvania in the eighteenth century would never 
learn English. 

The result of this ambivalence is the absence 
of any strong consensus among the public about 
changes in immigration policy. A small group 
that knows what it opposes can often preempt 
action—as witnessed in immigrant rallies that 
derailed House Republican enforcement mea- 
sures, and talk radio shows that derailed Senate 
regularization measures. But pressure for posi- 


The higher cost and greater risk of 
crossing the border have encouraged 
unauthorized migrants to remain for 

longer periods in the United States. 


tive changes is too often lacking. The safe deci- 
sion for politicians is no decision—at least until 
there is no choice but to act. 


THE WAY FORWARD 


Recent top-down reform efforts failed in large 
part because they sought to achieve too much too 
quickly. What the United States needs now is com- 
prehensive reform achieved incrementally to en- 
sure the effectiveness and test the impact of new 
approaches. Such a strategy has a better chance of 
convincing skeptics on both sides of the debate. 

As a first step, the Congress must address the 
work magnet that stimulates illegal migration. The 
highest priority is a more secure method of veri- 
fying the authorization of would-be employees to 
work in the United States. The pilot employment 
verification program mandated in the 1996 Immi- 
gration Act is still in testing mode, hampered by 
false negatives that question the right to work of 
authorized workers and false positives that allow 
unauthorized workers to assume the identities of 
those who are legally authorized to work. Con- 
gress should invest con- 
siderable resources now 
toward improving the data 
used to verify work authori- 
zation and testing the use of 
biometrics and other mech- 
anisms to reduce abuse. 
These measures are needed 
precursors for universal im- 
plementation of the verification program. 

Second, Congress should establish targeted em- 
ployment programs for foreign workers in busi- 
ness sectors that are now highly dependent on un- 
authorized workers. There is no need now for the 
type of large-scale, open-ended temporary worker 
program that was included in the most recent Sen- 
ate legislation. New programs should be tailored 
to the specific situation of those sectors of the 
economy that can demonstrate current shortages 
of domestic workers even when reasonable wages 
and working conditions are offered. Employers 
participating in foreign-worker programs should 
be required to participate in the pilot employment 
verification initiative. 

If the labor is seasonal or short-term, as in ag- 
riculture, temporary worker programs may be 
appropriate. If the work is of indefinite duration, 
however, the programs should allow for transition 
to permanent residence. And current employees, 
regardless of their legal status, should be given the 


opportunity to apply for the new worker programs 
and receive their work permits inside the United 
States without being forced to rotate back to their 
home countries. Otherwise, there is little chance 
that these programs will serve as effective substi- 
tutes for unauthorized migration. Employers will 
not want to lose tested and valuable employees, 
and unauthorized migrants will not risk leaving 
the country to reenter as legal workers. 


THE DEPENDENCE PROBLEM 

In addressing the need for new admission pro- 
grams for less-skilled workers, Congress should 
test mechanisms to help reduce future dependence 
on foreign workers. In too many cases, access 
to cheap labor impedes investment in a higher- 
skilled workforce, or in mechanization, which may 
improve productivity. Fees paid by employers who 
hire foreign workers could usefully be targeted to- 
ward exploring alternatives. 

One program could test a method for reduc- 
ing the dependence of US agriculture on Mexican 
migrants and spur development in migrant com- 
munities of origin. Recent legislative proposals 
would grant temporary legal status to unauthor- 
ized migrants who do US farm work, allow them 
to earn an immigrant status with continued farm 
work, and simplify procedures for farmers to ob- 
tain additional guest workers. If this is all that is 
done, individuals will have their status legalized, 
but US agriculture will remain dependent on for- 
eign workers. 

An agricultural pilot guest worker program 
could test methods to use the payroll taxes col- 
lected from guest workers and US employers to en- 
courage worker returns to their home countries, 
as well as to promote the mechanization made 
increasingly necessary because of global compe- 
tition in labor-intensive commodities, especially 
from China. Farm employers who hire migrants 
are usually well organized in associations that 
already collect fees (assessments) to support re- 
search and marketing of particular commodities. 
A pilot program could allow employers to have 
guest workers admitted more easily in exchange 
for fees that would be used to subsidize mechani- 
zation and encourage worker returns. 

Another program could test ways for meatpack- 
ers and other industries that hire large numbers 
of unauthorized Mexicans to obtain legal guest 
workers. Employers who agree to participate in 
the pilot employment verification program for all 
new hires could be allowed to hire guest work- 


The Politics of US Immigration Reform * 165 


ers under a pilot temporary worker program even 
if the jobs were year-round, which would test the 
concept of rotating guest workers through year- 
round jobs. Guest worker returns to their home 
country could be encouraged by isolating and 
refunding worker and employer payments made 
on behalf of guest workers for Social Security and 
unemployment insurance benefits, or crediting 
the guest workers for these contributions in the 
Mexican social security system. 

Third, Congress should fix the most egregious 
problem in the permanent admissions program— 
long backlogs that separate family members for 
years. Of most concern are the delays for immedi- 
ate relatives of permanent residents. Spouses and 
minor children of legal immigrants from Mex- 
ico, for example, must wait five years or longer 
to enter the United States. Few US natives would 
tolerate such long separations. Not surprisingly, 
many family members instead wait for their vi- 
sas in the United States. Clearing these backlogs 
within the next year could significantly reduce 
the stock of unauthorized migrants. Eliminating 
numerical quotas on these close family members 
would also help reduce the flow of future unau- 
thorized migrants who are only seeking to be 
with their spouses and parents. 

Fourth, the administrative capacities of the 
immigration bureaus within the Department of 
Homeland Security, the State Department, and the 
Labor Department should be beefed up and pro- 
fessionalized. The Senate legislation would have 
placed tremendous pressures on these agencies. It 
is not enough to tell them to implement massive 
new requirements. They must be given the time 
and resources to build their capacity to take on 
new challenges. 

Once these steps are implemented, Congress 
should then revisit immigration reform to deter- 
mine the residual unauthorized population and 
assess the extent to which the new, targeted pro- 
grams have achieved their aims. Once the inflow 
of unauthorized migrants has been reduced sig- 
nificantly and the impacts of new, targeted admis- 
sion programs are known, a broader legalization 
and further reforms in legal admissions may well 
be needed. By that time, however, the public may 
have gained more confidence in the ability of the 
government to manage immigration. 


PROSPECTS FOR REFORM 
How will US immigration reform fare in general 
under President Obama and with a Congress more 
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heavily controlled by Democrats? Several factors 
would appear to argue against quick enactment of 
comprehensive legislation. First and foremost, the 
financial crisis and a deepening recession bode ill 
for passage of any measures not directly related 
to economic recovery. Indeed, until the short- and 
medium-term impact of the recession on migra- 
tion patterns becomes more apparent, it would be 
foolhardy to enact legislation that might keep out 
workers whom the United States needs in the short 
to medium term, or that might bring in workers 
whom the economy cannot quickly absorb. 

Although some evidence suggests that the in- 
flow of Mexican migrants is slowing with the 
downturn in the economy, and some migrants 
have relocated from hard-hit sectors such as con- 
struction into other work, there is little evidence 
to date that migrants are returning home in size- 
able numbers. Whether these patterns will persist 
with a deepening and broadening of the recession 
is anyone's guess at present. 

If the worst-case scenario of a deep and lengthy 
recession comes to pass, there will be a second 
reason to postpone comprehensive immigra- 
tion reform. Too often economic crises have led 
to backlashes against immigrants, who are seen 
as taking jobs from natives, even if they are not 
competing in the same labor markets. Since com- 
prebensive reform would likely include measures 
to legalize at least a portion of the undocumented 
population, such legislation could combine with 
economic concerns to increase the likelihood of 
violent reactions to immigrants. Some reliable ob- 
servers, such as the Southern Poverty Law Center, 
report that hate crimes against immigrants in the 
United States have increased in the past couple of 
years, in no small part because the debate over 
comprehensive immigration reform and the pros- 
pect of a large-scale amnesty program generated 
a backlash. The fear is that attacks against im- 
migrants could increase as the economy worsens 
and unemployment increases. 


A third impediment to swift passage of legis- ' 


lation rests with the congressional leadership on 
immigration reform. Since 1965, Senator Edward 
Kennedy of Massachusetts has led the Senate on 
all immigration reform initiatives. He has been 
for decades the chair or ranking member of the 
immigration subcommittee in the Judiciary Com- 
mittee. Because of his worsening health, however, 
he had to step down from that position. His suc- 


cessor, Senator Charles Schumer of New York, is 
familiar with immigration issues, having played 
an important role in negotiating the Immigration 
Reform and Control Act of 1986, but there will be 
an inevitable learning curve as he takes over the 
committee and determines the direction in which 
he would like immigration reform to go. 

Meanwhile, even if comprehensive reform 
seems unlikely in this term of Congress, incre- 
mental steps could be taken to address specific 
problems and issues. Somewhat surprisingly, giv- 
en the economic crisis, Congress recently passed 
legislation guaranteeing the eligibility of legal im- 
migrant children for the State Children's Health 
Insurance Program. Congress, reversing policies 
adopted in 1996 that restricted the access of legal 
immigrants to federally funded services for their 
first five years in the country, indicated a willing- 
ness to protect immigrant children along with na- 
tives—as long as they are in the country legally. 

In a similar vein, limited provisions to legalize 
certain farm workers—and to provide legal status 
to undocumented children who attend college or 
enter the military—have had high levels of bipar- 
tisan support, and may fare better in the Congress 
than would more sweeping efforts at reform. 


THE PERFECT AND THE GOOD 


Proponents of comprehensive reform are cor- 
rect that the US immigration system is badly bro- 
ken.. The Commission on Immigration Reform 
established a useful yardstick for measuring the 
credibility of immigration policies: “People who 
should get in, do get in; people who should not get 
in are kept out; and people who are judged deport- 
able are required to leave.” The large number of 
unauthorized migrants, in combination with the 
lengthy backlogs in the legal immigration system, 
demonstrates that US immigration policy fails this 
simple test. 

For years, however, a "grand bargain" of reg- 
ularization and increased legal admissions in 
exchange for enhanced enforcement and bor- 
der security has eluded enactment. Pursuing 
the “perfect” of immediate and comprehensive 
reform may in fact have become the enemy of 


` achieving “good,” if imperfect, policy reforms 


that would reduce unauthorized migration while 
serving the national need for a credible legal ad- 
missions system. Perhaps now is the time to do 
something instead of nothing. Hi 
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A Country on the Move: China Urbanizes 


KATE MERKEL-HESS AND JEFFREY N. WASSERSTROM 


n Leslie T. Chang's 2008 book Factory Girls: 

From Village to City in a Changing China, the 

former Wall Street Journal reporter notes that 
the 130 million people on the move in China today 
"represent the largest migration in human history, 
three times the number of people who immigrated 
to America from Europe over a century." 

This migration has taken the form mainly of 
villagers pouring into cities. Sometimes the mi- 
grants spend months or even years as sojourning 
workers in the cities before heading back to the 
countryside. Sometimes they settle and become 
permanent urbanites. “In factories, restaurants, 
construction sites, elevators, delivery services, 
housecleaning, child-raising, garbage-collecting, 
barbershops, and brothels,” Chang writes, “almost 
every worker is a rural migrant.” 

China experienced little migration from the 
1950s through the 1970s, but the recent movement 
of people has dramatically changed the social make- 
up of locales such as Beijing, Shanghai, Nanjing, 
and Guangzhou. It also has fueled the rise of many 
of what the journalist Peter Hessler has dubbed “in- 
stant cities"—sprawling new metropolises typically 
devoted to producing goods for export. 

The vast migration has done more than this, how- 
ever. Indeed, migration now figures in some way 
into nearly every discussion and bit of news regard- 
ing contemporary China. Consider a brief sampling 
of stories that grabbed headlines last year. 

In January 2008, China’s heartland was struck 
by destructive winter storms at the height of the 
holiday travel season. The weather. affected both 
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migrants and non-migrants, with staggeringly 
large numbers of people not on the move losing 
electricity or suffering in other ways (farmers’ 
crops were destroyed, and city dwellers found it 
hard to stay warm in their apartments). But the 
photographs that were splashed across front pag- 
es around the world depicted masses of Chinese 
trapped in train stations, waiting for transporta- 
tion home for the Chinese New Year. Who were 
these millions of travelers? Mostly migrant labor- 
ers who work in major cities and usually return 
to their home villages only during China’s most 
important holiday season. 

In March last year, riots erupted in Tibet. 
When Westerners think about upheavals in 
Lhasa, the Tibetan capital, they typically fo- 
cus on religious and political issues. Certainly; 
long-simmering tensions that relate to the con- 
tinued exile of the Dalai Lama, Tibet’s spiritual 
leader—as well as to many Tibetans’ desire for 
greater self-rule—were important factors in the 
unrest. But so too was an influx of economic mi- 
grants, often Han Chinese whom the state has 
encouraged to move to Tibetan cities from rural 
parts of neighboring provinces, such as Sichuan. 
The protesters taking to the streets of Lhasa this 
time were for the most part not monks. Rather, 
they were young, economically frustrated eth- 
nic Tibetans, and the targets of their anger were 
mostly migrants, a mixture of recent Han Chi- 
nese arrivals and Hui Muslims. 

In the fall of 2008, just after the Olympics, the 
public learned that milk powder tainted with the 
chemical melamine had sickened babies across 
China, more than 50,000 in all. One reason the 
news was so devastating is that many working 
Chinese mothers have eschewed breast-feeding. 
According to figures compiled by the United Na- 
tions Childrens Fund, 36 percent of Chinese 
mothers now rely on formula to some degree in 
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the early months of their babies’ lives, an increase 
of 12 percentage points in the past decade alone. 
Some of these working mothers are long-time ur- 
banites, but many are migrant laborers who leave 
their children in their birth villages to be raised 
by grandparents while they travel to the cities to 
take advantage of the better economic opportuni- 
ties there. 

In November and December last year, as the 
global economic news turned from dire to disas- 
trous, reports filtered in about a variety of small- 
scale riots and protests in China's southern manu- 
facturing centers. By January 2009, the Chinese 
government was reporting that unemployment 
among rural migrants had doubled in a month, 
with one in seven rural migrants now unable to 
find work. That amounts to 20 million newly job- 
less Chinese. These are the workers Chang de- 
scribes in her book—underpaid and overworked, 
making the shoes and toys that are no longer ne- 
cessities in a downsized global economy. Most of 
these laborers are young men and women who have 
been part of China's vast migrant popo anan and 
they have been the first to 
be hurt as growth slows. 


THE WELL-WORN PATH 

China, of course, is not 
the first country to experi- 
ence a dramatic rural-to- 
urban. shift as it industri- 
alizes and leapfrogs toward the top of the global 
economic order. The United States, once a largely 
rural country with many small towns and only a 
few major urban centers, underwent a comparable 
transformation in the late 1800s. That process 
caused social upheavals, personal tragedies, and 
opportunities for rapid upward mobility of the 
sort chronicled by everyone from Upton Sinclair 
and Theodore Dreiser (who highlighted tales of 
suffering) to Horatio Alger (famous for his rags- 
to-riches stories). 

In the process America followed, in its own 
way, a path already trodden by England, whose in- 
dustrialized cities filled with newcomers had been 
immortalized in the novels of Charles Dickens, the 
tracts of Friedrich Engels, and the prints of Wil- 
liam Hogarth. And, again with variations, Japan 
experienced a broadly similar phenomenon when 
its economy first boomed in the early 1900s. 

China, however, is urbanizing much later 
than have most other large and economically 
important countries. (India, in this regard as in 





What happens when connections to 
the rural hometown begin to fade, as 
they have for at least the past decade? 


others, is one of the few nations to fall in the 


. same category as China.) Historians like us, in 


the opening lectures of our survey courses, have 
long described China as having always been and 
remaining 80 percent rural. But today, the coun- 
try's population is by most estimates on the verge 
of becoming majority urban. 

According to 2007 figures from China's Na- 
tional Bureau of Statistics, 55 percent of the 


. population lives in the countryside. Some China 


watchers believe, however, that the number is in 
fact even lower, since many rural migrants who 
live in urban areas remain officially registered in 
their home villages. In any case, the notes for that 
familiar opening lecture need to be radically re- 
vised, or perhaps thrown out completely. 

For the first time in history, Chinese cities 
look like the dirty, dangerous,. industrial hubs 
that represented modernity in Britain and other 
parts of Western Europe in the days of Karl Marx; 
in the United States around 1900; and in Japan 
a lew decades later. The themes of Dickens and 
Dreiser certainly illustrate aspects of China's new 
urbanization story, and 
indeed Chang writes that 
her books young female 
workers often remind her 
of Dreiser's heroines. 

Still, in several respects 
China does not fit the stan- 
dard pattern of the late- 
followers of the urbanization trend. China has 
not, for instance, developed the slums that exist 
in Third World megacities like Rio de Janeiro, Ja- 
karta, Cairo, or Lagos. To be sure, rough neigh- 
borhoods with millions of disenfranchised people 
can be found. Some of them are clustered in set- 
tings like the now-demolished "Zhejiang Village" 
district of Beijing, so named because of the high 
percentage of migrants from that province who 
lived within its boundaries. Even so, the Chi- 
nese state has largely prevented the proliferation 
of heavily populated slums characterized by the 
widespread crime, ill health, poor sanitation, and 
complete lack of access to education that feature 
so prominently in some other parts of the world. 

But the story behind China's accomplishments 
in this regard is no fairy tale. In part, China's gov- 
ernment has managed rural-to-urban migration 
through heavy-handed policies that have guarded 
the prosperity of the cities at the expense of rural 
areas, and it has done so without acknowledging 
the degree to which the cities' continued growth is 


achieved through the exploitation of rural work- 
ers. For example, according to official figures, 
Chinese workplace deaths fell in 2008—the first 
decline in a decade—but fatalities are still more 
than three times the level in the United States. In 
addition to injury and death, migrants on the job 
are at increased risk of being underpaid, sexually 
harassed or assaulted, and fired without cause. 
Rural migrants are vulnerable in multiple ways, 
not just in the workplace. Chang emphasizes how 
the young women she followed were regular tar- 
gets of scams and theft. Newcomers often face 
discrimination in the cities, where being nongcun 
(country) is a common pejorative. Their in-limbo 
legal status often leaves them with few connec- 
tions to work when things go wrong. Michael 
Meyer, in his engaging work of reportage The Last 
Days of Old Beijing: Life in the Vanishing Bachstreets 
of a City Transformed, chronicles the widespread 
tearing-down of ancient buildings that is happen- 
ing in the capital and every other Chinese city. 
Meyer observes that a threatened neighborhood 
about which he wrote—which like many others 
lacks running water and heat—was home mainly 
to migrants, who had a particularly difficult time 
protesting government orders for demolition. 


DOWN ON THE FARM 

Given all the challenges that newcomers face in 
the city, why do they keep pouring in? The excite- 
ment of urban life is doubtless a factor for some 
migrants. But money is paramount. Despite offi- 
cial talk of striving to narrow the gap between ru- 
ral and urban wages, an able-bodied young person 
typically still has (or at least before the recent wave 
of factory closings, had) a better shot at improving 
his or her economic lot by going to a city than by 
staying in a village. Figures released in early 2009 
show that on average urban workers make 3.36 
times what rural workers are paid, amounting to 
about $1,600 more per year. 

Notably, the central government has attempted 
in recent years to alleviate rural burdens, and mu- 
nicipal governments in some places have increased 
services for rural migrants in their cities. The ad- 
ministration of President Hu Jintao and Prime 
Minister Wen Jiabao has made a dedicated push 
to focus on rural problems—in 2006 Hu pledged 
to “build a new socialist countryside.” These ef- 
forts have included pilot programs in rural social 
security and the elimination of a burdensome ag- 
riculture tax. This past fall, authorities said they 
were considering changes in the Land Administra- 
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tion Law that would allow.rural Chinese to rent or 
transfer property (though in December officials re- 
iterated their commitment to existing policies, ac- 
cording to which land rights are held by villages). 

The governments efforts, though not yet suc- 
cessful in reversing the trend toward greater 
rural-urban disparities, highlight urbanization's 
significant effects on rural China. Urban wages, 
for a time, have dampened some of the govern- 
ment' neglect of rural China. But the cities’ lure 
has drained rural areas of their talented, ambi- 
tious young people and tied rural economies 
even more closely to urban ones and, beyond 
that, to China’s once-booming export markets. 
In this regard, China is not unlike other devel- 
oping nations, which have found that urban de- 
velopment has dramatically affected their rural 
economies and populations, a process intensified 
by globalization. 


A MOVING HISTORY 

The rural-to-urban migration of the past three 
decades is the most massive and rapid in Chinese 
history, but it is not the first such migration. Chi- 
na’s cities have been among the world’s largest for 
more than a millennium, and the country’s urban 
centers were some of the world’s richest and most 
commercially vibrant for long stretches of that 
time. Such stability was accomplished because of 
the close and effective integration of urban areas 
with rural areas. Also helpful were careful gov- 
ernment regulation of markets and a massive in- 
vestment in agricultural technology during the 
late Song dynasty (960-1279), which resulted in 
sustainably expanding agricultural yields. 

During the Tang (618—907) and Song dynas- 
ties, China also experienced a steady, southward 
migration. This movement of people created the 
rich patchwork of agricultural settlements and 
cosmopolitan cities that now defines the wealthi- 
est parts of China, such as the Yangtze Delta (in- 
cluding Shanghai, Nanjing, Suzhou, and so on). By 
the Ming dynasty (1368-1644), a period of enor- 
mous commercial growth, a strong urban culture 
had emerged in this southern region, with an elite 
class supported by land ownership and trade and 
concerned with education and cultural eee 
like gardening and art collecting. 

The latter part of the Qing dynasty (1644-191 1), 
too, saw massive migration to the cities, especially 
to port cities that were forcibly opened to trade 
with the West in the treaties signed to conclude 
the Opium War (1839-1842) and subsequent con- 
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flagrations. The most famous late Qing coastal 
boomtown was Shanghai, whose population grew 
from a few hundred thousand circa 1830 to well 
over 1 million by the time the dynasty fell. This 
growth occurred in part thanks to an influx of mi- 
grants who, fleeing rural uprisings, sought refuge 
within the protected. borders of the city’s foreign- 
run districts. 

From the mid-nineteenth century through the 
1940s, workers streamed into Chinese cities, fol- 
lowing many of the same patterns (such as send- 
ing remittances home or leaving behind wives or 
parents in their villages) that would also charac- 
terize the behavior of migrants in the late twenti- 
eth century. The politics and culture of the post- 
Qing but pre-Communist (that is, Republican) era 
(1912-1949) were defined by the activities and 
interests of urban people in cities like Shanghai, 
Beijing, Tianjin, and Nanjing. Today, this period 
is the most studied in Chinese history, in part for 
the resonances it evokes with the current moment 
in China’s development. 

Thus the true discrepancy, from a historical 
perspective, is the 1950s 
through the 1970s, when 
the majority of China's 
rural residents were 
locked in place, unable to 
migrate to the cities for 
better jobs. Indeed, what 
movement there was often 
took urbanites into the countryside (for example, 
the sent-down youth of late Maoist times). Impe- 
rial rulers had long tried their best to keep rural 
people on the land by supporting incentives (like 
granaries) to keep rural areas stable (after, for 
instance, drought or famine) as well as by moni- 
toring travelers. But the young Communist gov- 
ernment was able to hold rural people in place at 
levels that their predecessors had not achieved. 

After Deng Xiaoping’s economic reforms began 
in 1979, things began to change. Residency require- 
ments were slowly eased (a process that continues 
currently). As labor opportunities grew and open 
markets proliferated, it became possible for migrant 
Chinese to make a living and a life in the cities. 

Throughout history, migrant communities have 
played important roles in Chinese cities, with 
many special institutions supporting them—such 
as “native place” associations. These were social 
gathering places, but they also handled burials for 
any locals who died while living and doing busi- 
ness far from home. Today’s rural migrants in Chi- 








China has not developed the slums 
that exist in Third World megacities like 
Rio de Janeiro, Jakarta, Cairo, or Lagos. 








na’s cities enjoy much less support of this kind. 
They still rely on people they know from home to 
help them find jobs or for purposes of socializing, 
but their worlds, as described by journalists like 
Chang, are in many ways rootless. 


CAN'T GO HOME AGAIN? | 

Deng's economic reforms shifted China back 
toward what it had been before: a country with 
people on the move. Once the floodgates were 
reopened, rural migrants began to pour into the 
cities. This movement of young people was de- 
scribed in Chen Village Under Mao and Deng, a 
1992 work by sociologists Anita Chan, Richard 
Madsen, and Jonathan Unger. The authors traced 
the economic, political, and social dynamics of 
a single pseudonymous village in Guangzhou. In 
the final chapters, they sketched the “new era,” 
after Deng's reforms. The first subheading in this 
section was “The Exodus,” the second “The Midas 
Touch,” and therein lies the story of the late twen- 
tieth century pattern of rural migrants moving 
to urban areas. These migrants lived in crowded 
apartments, worked un- 
der often nasty condi- 
tions, and scrimped and 
saved to pay for a house 
and perhaps a business 
back in the village. In do- 
ing so, they turned their 
urban bitterness into rela- 
tive material wealth for their rural families. 

Evidence today, however, suggests that those 
old patterns are shifting. Instead of devoting them- 
selves to improving their families’ prospects back 
in the rural hinterlands, migrants increasingly are 
letting ties to their villages wither as they make 
new homes in the cities. Opportunities to do this 
are becoming more available as city and provincial 
governments loosen residency restrictions, which 
formerly had made it very difficult for migrants to 
gain access to social services and to schooling for 
their children. 

Today, although migrant children may attend 
urban schools, their tuition is still often signifi- 
cantly higher than that of local residents. And 
the vast majority of migrant laborers still go 
without health insurance. Nevertheless, migrant 
workers’ attitudes are changing. Chang’s factory 
girls may still head to the city to help pay for a 
younger brother's education, but some of them 
begin to dream of working their own way up, 
marrying a white-collar husband, starting a fam- 


ily in the city, and enjoying all the benefits that 
come with city living. 

This shift carries profound material implica- 
tions for Chinese society—for instance, fewer re- 
mittances make their way back to rural areas— 
and it also has the potential to spur massive social 
transformation and dislocation. 

Ask Beijing residents today about their home- 
towns, and they are likely—despite having been 
born and raised in the.city—to tell you about the 
family plot in Shanxi that they have visited only 
once. This is not a new phenomenon; the impulse 
to retain family roots at the patriarch’s birthplace 
was equally evident among urban dwellers in the 
early twentieth century and the early nineteenth. 
Chinese cities have always been filled with peo- 
ple from some other place. This vibrant placeless- 
ness, as in so many other countries, has come to 
define the urban experience (perhaps nowhere 
else so much as in Shanghai, which has been a 
migrants city not just at a national but also a 
global level). 

What happens, though, when connections to 
the rural hometown begin to fade, as they have 
for at least the past decade? What happens when 
it takes not multiple generations but a single gen- 
eration to lose one's links to the rural village? The 
repercussions will be far-reaching. 

They will touch, for instance, gender relations, 
the status of women, and traditional family hier- 
archies. All these will be altered as young female 
factory laborers become the primary earners for 
their extended families and reverse traditional 
power dynamics, dictating family decisions in- 
stead of their. elders and defying their parents 


wishes by staying in the cities and finding boy- 


friends on their own. 

New economic histories tell us that farming did 
not always provide the bulk of income for Chi- 
nese peasants, particularly in regions with thriv- 
ing handicraft industries. Even so, the family farm 
is increasingly irrelevant as a source of reliable 
income, making Chinese rural people, like their 
urban counterparts, ever more dependent on the 
national and global food system. 

Less tangibly, Chinese people have often talked 
about China as a “rural (nongcun) country,” whose 
rural character is measured not just by agricul- 
tural production but also by village culture. What 
will it mean for national identity when, like the 
United States, China becomes a massive producer 
of agricultural goods whose population is no lon- 
ger nongcun? 
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UNSUSTAINABLE GROWTH 


At the moment, rural migrants represent the fu- 
ture of both urban and rural China. The character of 
this future—at least unless massive interventions 
are carried out—likely will be determined by the 
growing inequities between city and countryside. 
These disparities are only superficially reflected in 
the gap between urban and rural incomes. More 
pernicious still are the systemic problems that now 
plague Chinese rural areas. Environmental degra- 
dation is so serious that it has immediate and dire 
consequences for rural populations and their ag- 
ricultural livelihoods. (According to government 
sources, for instance, birth defects are up by 40 
percent in China just since 2001.) Rural areas also 
suffer from endemic government corruption and 
inadequate access to resources from health care to 
education to technology. 

As incomes from farming have fallen, many 
rural families have become dependent on fam- 
ily members who have migrated to the cities to 
Work. The current global economic crisis has had 
an immediate effect on these families, as factories 
throughout China are laying off workers, sending 
them back to villages where there is no work to 
be had. 

The Chinese government has anticipated the 
effects of the economic downturn, even if it did 
not recognize the immediacy of the threat, and 
has taken steps to prevent an economic free fall. 
Even so, as thousands of factories close, tens of 
thousands of rural migrants who traveled home 
for the New Year holidays likely will not return to 
the cities, at least any time soon. 

The policies associated with Hu's *new socialist 
countryside" will not do much to alleviate current 
suffering, yet the economic crisis underlines the 
importance of continued attempts to stabilize and 
enrich rural regions of the country. Plans includ- 
ed under rural policy are diverse; they encompass 
initiatives such as raising the purchase price of 
grain, eliminating tuition for students, construct- 
ing new roads, and building libraries. One of the 
most important of the initiatives is a basic one— 
attempting to ensure the supply of clean water for 
rural residents. 

While cities will continue to drive China's 
growth, the countryside's poverty could hamper 
the nation's potential. This possibility—and a 
desire to sweeten the prospect of staying in ru- 
ral areas, where many rural Chinese would like 
to remain—is the reason the countryside is now 
at the center of so many of the government's pol- 
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icy initiatives. Urban growth has driven a rise in 
rural standards of living; despite the growing ur- 
ban-rural gap, most rural residents are better off 
materially today than they were in the late 1970s. 
But the lack of development in rural areas means 
there is even greater pressure on urban industry 
to continue to grow. 

China's current leadership recognizes that, in 
order for political and economic stability to be 
maintained, the countryside will have to grow and 
develop alongside the cities. No longer can Chi- 
na's cities thrive at the expense of the countryside. 
This development strategy, which has entailed the 
largest and most rapid internal migration in his- 
tory, allowed the country's economy to grow at an 
astonishing pace over the past three decades, but 
it is unsustainable in the long term. 


"GOING TO THE CITY" 

At Chinese New Year, China Central Televi- 
sion broadcasts the most-watched program of the 
year, the CCTV New Year's Gala, which draws 800 
million viewers. In recent years, the rural migrant 
experience has become part of the Gala, one rep- 
resentation of migrants important role in popu- 
lar culture. In 2007, the Gala featured a contem- 
porary dance number called “Going to the City” 
(jincheng). The piece was set to a frantic electronic 
beat that the dancers used to symbolize, alternate- 
ly, the rhythm of the train that carries migrants to 
the city, the hustle and bustle of city streets, and 
the frenzied pace of their new working lives. 

Arriving in the city carrying large cloth bags, 
the dancers were dressed as rural people but in 
a manner that—particularly for the young wom- 
en—evoked the red-cheeked, pig-tailed, whole- 


some peasants of 1960s propaganda posters. The 
dancers, after expressing wide-eyed, mouth-agape 
amazement at the sights of the city, filtered offstage, 
returning in the uniforms of newly urbanized 
workers: construction employee, nurse, waitress, 
cook, security guard, traffic cop, and bellboy. 

This is just one example—there are many 
more, in movies and pop music, best-selling 
books and popular blogs—of the growing role 
of the rural migrant in an increasingly urban 
Chinese culture. Just as Americans have inter- 
nalized the immigrant experience and the ethnic 
“melting pot” as vital components of their na- 
tional story, Chinese people in coming decades 
will likely point to the rural-to-urban migration 
experience as one of the defining features of their 
modern character and culture. 

The nation’s leaders, however, recognize that an 
entirely urbanized China is not in the country’s— 
or their own—long-term interests. The nation’s 
future stability, growth, and prosperity depend on 
managed growth in the cities and increased op- 
portunities in rural areas. This sounds very neat, 
but for the hustling, bustling young people work- 
ing in urban factories, construction sites, and res- 
taurants, these policies have day-to-day implica- 
tions for how they will live and love, for the kinds 
of families they will form, and for the ways they 
will engage with their community and the state. 

These implications bring into sharp focus 
the government’s growing concern with rural 
migrants—for the future of the factory girls and 
their fellow migrant workers is not just their 
own. Their fate will also determine the future 
shape and perhaps even the longevity of Com- 
munist Party rule. B 
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Globalization, Migration, 
and New Challenges to Governance 


NAZLI CHOUCRI AND DINSHA MISTREE 


he movement of people across national bor- 

ders—along with the cross-border flow of 

ideas, goods, services, and pollutants—has 
reached unprecedented levels in recent decades. 
As a result, sovereign states find themselves un- 
der increasing pressure to manage these flows and 
respond to the challenges that the flows create, 
while balancing the interests of various constitu- 
encies, both national and international. 

Few countries can escape these pressures on 
governance; even fewer have been able to manage 
cross-border flows as if they were routine mat- 
ters of “low politics"—that is, the kind of politics 
that contends with issues not critical to a state’s 
survival. The reason for this is that we live in 
an increasingly globalized world, one in which 
territorial boundaries are ever more porous. And 
perhaps in no other arena is countries’ lack of 
effective control over borders and national ac- 
cess so striking as in the realm of international 
migration. 

Given that the theoretical sanctity of national 
borders—borders that delineate the limits of sov- 
ereign jurisdiction—has long been a defining fac- 
tor in the international system, we tend to assume 
that borders are known, fixed, and permanent. 
Under such conditions, migration means cross- 
ing boundaries. But such conditions can in fact be 
a “variable” in international politics: Borders are 
not always fully known, they are not necessarily 
fixed, and they are not permanent. 

At this point we can identify two modes of 
initiatives that nations often take in an effort to 
govern flows of people, goods, services, and so 
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forth. One mode is coordinated international ac- 
tion through various international institutions. 
The World Trade Organization, governing goods 
and services, is one example. In this regard the 
International Organization for Migration, an in- 
tergovernmental body, is among a number of or- 
ganizations committed to facilitating the orderly 
and humane movement of people. In the second 
mode, states take matters into their own hands by 
seeking to buttress their control over entry and 
access across boundaries. hoi 

It is too early to tell which of these two ped: 
will eventually dominate, or if either will be su- 
perseded by some other model of governance, 
but we can almost certainly expect borders in 
the future to remain at least as porous as they 
have been in the past. Therefore, to take stock 
of twenty-first-century international migration 
in all its various manifestations, it is important 
to consider the movements of people in light of 
their interconnections with other contemporary 
forms of globalization. 

Globalization per se is not new. What is new, 
however, is the nature of twenty-first-century 
globalization— characterized as it is by consid- 
erably greater scale, scope, and intensity than 
earlier episodes in history, and by its pervasive 
penetration into societies and across national ju- 
risdictions worldwide. 

Likewise, the movement of people is not new. 
Since time immemorial humans have been on 
the move—in search of better opportunities or 
in response to threats, perceived or actual: The 
movement of people within national boundaries 
is in theory the prerogative of the nation itself 
and its government, but flows of people across 
territorial boundaries are clearly an issue of in- 
ternational concern. And when outward migra- 
tion results from internal violence, the conse- 
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quences become both national and international. 
Importantly, in all of these cases today, migra- 
tions are imposing increasing demands on insti- 
tutions and policy makers. 

As with globalization, the scale and scope of 
contemporary migrations are unprecedented. 
But in addition, the various forms, causes, and 
consequences of migration are all in a state of 
flux. Consequently, the movement of people that 
had for so long been relegated to the realm of low 
politics is now lodged clearly within the bounds 
of “high politics"—where national security is 
threatened—with conimensurate degrees of so- 
cial salience and intensity. 

The most obvious example is the case of the 
United States in relation to Mexican migrants. 
Proponents of a border “wall” suggest it is needed 
not just to prevent people from crossing, but also 
to address national security interests raised by the 
accompanying flow of illicit goods and activities. 


SHIFTING BOUNDARIES 


A cursory look at any historical world atlas 
will show a wide range of globalization patterns 
spanning almost all of re- 
corded time. Ancient em- 
pires were formed through 
globalization, and their 
expansion extended cross- 
border flows. The demise 
of old empires led to the 
creation of new states, and 
with these came (by definition) the establishment 
of territorial boundaries. However, while territo- 
rial borders formally delimit sovereignty in a legal 
sense, they seldom provide fully effective control 
of entry and exit. This is as true of authoritarian 
states as it is of more open societies. No one has 
devised a foolproof method for regulating popula- 
tion movements (just as no one is able to imagine 
a way in which pollution can be contained within 
national boundaries). 

Several distinct periods of globalization were 
observable in the twentieth century, from the out- 
break of the world wars to the large-scale process 
of decolonization to the enormous expansion of 
international transactions in recent decades. In 
such cases, the flows of goods and services and 
even of people across borders were shaped by com- 
petition and coercion, but at the same time they 
fostered conditions for cooperation and collabora- 
tion. This has always been so. European nations, 
for example, competed in their territorial expan- 








The challenge to governance created 
by the conjunction of migration and 
globalization is difficult to overstate. 








sion during the initial stages of imperialism, but 
they also negotiated, in the Treaty of Utrecht, to 
divide their spheres of influence and colonies. 

In the same way, countries have gone to war 
with each other but at the same time have devel- 
oped common understandings and legal precepts 
regarding the treatment of combatants. Over time, 
we have seen the evolution of a large body of in- 
ternational law and the establishment of a large 
number of international institutions—covering 
an ever-widening domain of cross-border activi- 
ties—that display various degrees of organization 
and effectiveness. This historical experience and 
the potential similarities between the past and the 
present are instructive in helping us appreciate 
the nature of twenty-first-century globalization 
and the close relationship between globalization 
and migrations. 

It would be nearly impossible to list all existing 
definitions of globalization. At best we can high- 
light a few illustrative descriptions. For much of 
this decade, many have framed globalization as a 
process of ever-deepening international economic 
integration. While McGill University's Mark Braw- 
ley, for example, recognizes 
that this integration is 
driven by various factors— 
including technological 
and policy changes, falling 
costs of transport and com- 
munications, and greater 
reliance on markets—he 
argues that other cross-border flows follow pri- 
marily from greater economic integration. 

Other scholars go so far as to declare that fram- 
ing globalization as anything other than driven by 
economic factors would render the term useless. 
And still others have attempted to concentrate 
largely on the domestic impacts of cross-border 
movements of goods and services. On balance, the 
consensus is that any social, political, or cultural 
transformations that have resulted from global- 
ization are secondary to economic transactions. 


IT'S NOT JUST THE ECONOMY 


This commonly held view is parsimonious 
and to the point. The utility of parsimony is ap- 
preciated—simplification is often a good way to 
get at the heart of a matter. We believe, however, 
that such parsimony misses the fundamental 
nature of globalization and the truly complex 
interconnections created by the overall dynam- 
ics of the process. 


Globalization, Migration, and New Challenges to Governance * 175 


Our view is that globalization is not simply a 
process of economic activity that leads to other 
kinds of cross-border flows. If that were the case, 
globalization would have ended with the global 
economic downturn that began in 2007. Yet there 
are many reasons to expect trends identified with 
globalization to continue in the coming years. 

International migration is a case in point. It is 


true that many people will migrate if opportunities 


presented in another nation are greater than the 
opportunities available in their native countries. 
Much of the migration that took place during the 
past several years of global economic growth re- 
sulted from people choosing to leave their homes 
in pursuit of better opportunities elsewhere. And 
evidence today suggests that some migrants are 
finding it necessary to return home as jobs dry up. 
There is also every indication, however, that many 
people are continuing to migrate away from their 
home countries because conditions there have 
grown progressively worse, making other nations 
seem more appealing. 

In other words, during good times people mi- 
grate to find better opportunities; during bad times 
people migrate to escape more difficult circum- 
stances. Each of these situations holds implications 
for globalization, but perhaps in different ways and 
with different consequences. To understand better 
the movements of people across national bound- 
aries, it is necessary to see them as taking place 
within a broader system of cross-border move- 
ments. This in turn requires a broader conception 
of globalization. 


GLOBALIZATION DYNAMICS 


We consider globalization to be transforma- 
tions in socioeconomic and political structures and 
processes shaped by the movement of tangible and 
intangible factors, ranging from goods and labor 
to ideas and services, across territorial borders. 
Increasing economic interconnections are criti- 
cally important, to be sure. But they do not tell 
the entire story, nor are they the only source for 
fostering other consequences. Indeed, many kinds 
of international flows occur simultaneously, and 
to try to figure out which begets which can be a 
fool's errand. When we examine current trends in 
cross-border movements, a more complex picture 
of globalization emerges, one that includes eco- 
nomic integration but is not limited to it. 

Twenty-first-century globalization, in our view, 
is a process generated by uneven growth and de- 


development leads to (a) the movement of people, 
goods, services, ideas, pollutants, and other fac- 
tors across national borders. The cross-border 
movements contribute to (b) transformations of 
socioeconomic and political structures within 
and across states, and also (c) create pressures on 
prevailing modes of governance. The internation- 
al flows thus (d) generate demands for changes in 
governance, which in turn (e) contribute to fur- 
ther changes in patterns of growth and develop- 
ment—leading us right back to (a). Put differently, 
the fundamental logic of globalization is one of 
feedback dynamics rather than linear sequencing. 
A simplified representation is shown below. 


The Globalization Process 
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and Development 
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The post-World War II period in Europe pro- 
vides a good example of the dynamics presented 
in the figure above. The end of the war created 
a need for large-scale reconstruction, and this re- 
construction effort was complicated by manpower 
shortages. Labor shortages were addressed by im- 
porting foreign workers who, in some countries, 
were called “guest workers.” The understanding 
was that foreign laborers would eventually return 
to their homeland. But two or three generations 
later, these workers had become part of the receiv- 
ing countries’ social fabric. 

As a result, governments—in France and Ger- 
many, for example—faced conflicting pressures. 
On one hand, the workers wanted to be treated 
like all other members of society. On the other 
hand, the “native” population did not fully accept 
the foreigners, and some pressured their govern- 
ments to resist demands for full cigj ERN 
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effective integration is contingent on the overall 
wellbeing of the economy. 

The current situation in some ways parallels 
that of post-World War II Europe. Today almost 
everyone is affected by the global downturn. New 
unevenness in growth and development will al- 
most surely create added pressures on the move- 
ments of people and the policies of governments. 

Already we see a new phase in the familiar sce- 
nario being worked out in the Gulf region of the 
Middle East. Oil-rich countries, to facilitate their 
extraordinary economic development, have im- 
ported nearly all of their labor requirements. But 
with the recent downturn in the global economy, 
these countries no longer want many of the work- 
ers. And the workers’ own countries do not wish 
to pay for their return home. As a result they are 
unemployed, without discretionary income, and 
unable to leave the region. This situation has giv- 
en rise to a new label, signaling a new migration 
experience: the "stranded migrants." 


DRIVERS OF CHANGE 


The differential rates of growth and development, 
which propel both globalization and migration, are 
themselves driven by changes in technology, re- 
sources, and population. These factors thus dictate 
the parameters of globalization politics: Technol- 
ogy, resources, and population vary according to 
conditions within states, and they also affect power 
distributions and relations among states. 

Consider some of the implications of this way of 
looking at the drivers of globalization. Imagine a 
China with its population as we know it, but with 
the resources of Saudi Arabia and the technology 
of the United States. Imagine a Saudi Arabia with 
the resources of Chad and the population of India. 
Imagine a Japan with the petroleum reserves of 
Iraq. Most important of all, remember that it was 
foreign technology that made it possible for Saudi 
Arabia to identify its oil reserves, exploit those re- 
serves, and then produce and export this highly 
valuable resource. And doing all of this required 
Saudi Arabia (and other oil-ricli but population- 
poor countries) to import foreign labor in order to 
“redress” their “imbalances” and embark on large, 
complex projects. 

More to the point, imagine an Iran with the tech- 
nology to develop nuclear weapons, or a North Ko- 
rea that could actually build a nuclear device. The 
key point here is that each of the “master” vari- 
ables—technology, resources, and population— 
can be manipulated, and at times has been effec- 


tively manipulated (with different degrees of effort 
and variable time constants, of course, not to men- 
tion real costs as well as opportunity costs). 

An important corollary with respect to migra- 
tion is this: Depending on scale and scope, the 
movement of people across territorial boundaries 
can fundamentally alter the nature of a nation- 
state's politics, economy, and policies. A related 
effect is that the cross-border movements prompt- 
ed by uneven growth and development generate 
increasing pressures for new management, regu- 
lation, and governance. 


A CROWDED WORLD 

The various aspects of globalization, as depict- 
ed in the figure on page 175, operate at different 
time intervals depending on the historical context 
and influence of the critical drivers. Our world to- 
day is still defined by the principles of the Treaty 
of Westphalia, with the sovereign state formally 
enfranchised to speak on behalf of its citizens. But 
a number of distinctive features characterize the 
unique contours of international relations in the 
twenty-first century—and each of these is rein- 
forced by accelerated migration.. 

First, the international community consists of 
more member states than ever before. There are 
also greater numbers and more types of “voic- 
es" in various international arenas. And there 
is greater representation of individual views on 
almost all issues, within and across states. This 
crowding adds to the complexity of governing 
international migration. 

Second, a large and growing number, as well as 
a greater variety, of recognized intergovernmental 
entities have emerged, supporting diverse mis- 
sions and mandates. While there are international 
institutions designed to help manage migration, 
they are far from adequate. 

Third, a global civil society has emerged, with 
a flourishing network of nongovernmental inter- 
ests, agents, and institutions. Many nongovern- 
mental organizations now recognize the salience 
of migration at all levels, from local to global. 

Fourth, much of the forgoing has resulted in 
increasing numbers of decision-making entities 
worldwide, with greater global reach, driven by in- 
creasingly diverse objectives and strategies. This 
decision-making density is reinforced by growth 
in the number of actors and agents involved in bor- 
der and international exchanges. 

Fifth, growth in innovation and increasing 
social transformation allow more flexibility in 
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production of goods—in the composition of pro- 
duction, the physical distribution of assembly lo- 
cations, and the like—thus significantly changing 
the production process. Such changes notwith- 
standing, the demand for migrant workers contin- 
ues to grow in labor-importing countries. 

Sixth, increasingly differentiated products and 
increasingly powerful consumers have resulted 
in an expansion of consumerism, further driving 
consumption. It goes without saying that con- 
sumption levels respond to the flow of migrants. 

Seventh, for the first time in history, an ur- 
gent threat to the environmental conditions and 
life-supporting properties of the entire planet is 
recognized as the cumulative effect of human ac- 
tions, insofar as they are altering the global cli- 
mate. Environmental and resource pressures ap- 
pear certain to increase migration further. 

Eighth, the globalization process has contrib- 
uted to the forging of a new virtual arena, cyber- 
space, in which individuals can interact and, in so 
doing, engage in political discourse in ways that 
were earlier restricted to states. Earlier phases 
of globalization that cre- 
ated new spaces of interac- 
tion, control, or conquest 
(for example, colonies, the 
polar regions, and outer 
space) provided opportuni- 
ties mainly for the few and | 
the powerful. By contrast, 
in principle at least, cyber venues create oppor- 
tunities for everyone. The evidence suggests that 
many migrants avail themselves of the conve- 
niences, and incur the costs, of cyber venues. 

Ninth, unrelated to any single factor above, 
globalization is accompanied more and more 
by recognition of localization. Indeed, the term 
"glocalization" is now part of international insti- 
tutional discourse. This term refers to the sen- 
sitivity of local as well as global contexts to the 
dynamics of globalization. Thus migration, for 
example, has an impact on the sending commu- 
nity as well as the receiving community. In each 
case, effects are felt at a very local level and they 
may also reflect and even generate broader, more 
global, influences. 

And finally, as already noted, all of these factors 
are further reinforced by the accelerated move- 
ment of people across territorial boundaries— 
voluntary and nonvoluntary, organized and non- 
organized—trom developing to industrial nations, 
as well as among developing countries. 








Globalization is not simply a process 
. ofeconomic activity that leads to 
other kinds of cross-border flows. 








Áccelerated migration in combination with the 
other factors listed.above creates new pressures 
for governance of one sort or another, in the effort 
to manage some of the unforeseen or complex cor- 
relates and consequences of globalization. 


VARIETIES OF MOBILITY 


The movement of people across territorial bor- 
ders, as a manifestation of globalization, can also 
be traced to the earliest forms of organized soci- 
eties—earlier than the state system of the mod- 
ern era. Migration, in contrast to trade, is seldom 
encouraged as a form of sustained international 
transaction or interaction. It is also highly vari- 
able in its manifestations, as it is in its sources 
and consequences. The usual distinction between 
voluntary and nonvoluntary mobility represents 
only the tip of a highly complex iceberg of social 
relations, economic correlates, and political im- 
pacts—at both ends of the migration stream. 

The impacts of migrations are enormous and 
long-lasting. Indeed, when coupled with settlement 
intents and practices, the large-scale movements of 

people across long distances 
often constitute the founda- 
tions for a new social order 
and a source of state build- 
ing, a base on which sub- 
. sequent generations have 
pursued and reinforced the 
visions of the early settlers. 

On the basis of this statement, given that such 
processes take place largely without conflict, one 
might get the impression that migration tends to 
flow to “empty” lands, and that the net effect is to 
provide new residents with new opportunities in 
areas that otherwise would be devoid of human 
settlement. Nothing could be more misleading. 
For the most part, permanent settlements result- 
ing from migration are usually preceded by vio- 
lent interaction between the migrants and the “na- 
tives." The proclamation of a new state is then the 
last step.in a highly complex dynamic of conflict, 
competition, and domination.by the newcomers. 

And permanent settlement, of course, is only 
one of many forms of voluntary ‘mobility. There 
are many others, as we shall note further along, 
and there are also many forms of forced, induced, 
coerced, or otherwise nonvoluntary movements of 
people. To simplify, different forms of migration 
contribute differently to pressures for governance, 
as do different modes of globalization at different 
times and in different regions of the world. 
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Yet only a very few and distinctive forms of 
population movements have been formally regu- 
lated by states or made routine by international 


—- institutions. Even in the few instances in which 


mobility is taken into account in various official 
statistics, record keeping usually focuses on for- 
mal immigration, tourism, organized travel, pil- 
grimage, and other routine movements. 

On the coercion side of the ledger, migration 
is the subject of international management under 
very distinctive and even restrictive definitions. 
For example, the status of “refugee” is a formal one 
defined by international law, but it does not cover 
all the people who cross boundaries because they 
are persecuted or pushed out, or because they are 
caught in the crossfire of hostilities. International 
agencies that manage refugees are not usually ex- 
pected to extend their services to other displaced 
persons who do not qualify for this (relatively for- 
tunate) status. | 


MIGRATION MOTIVES 

A basic assumption of our view of the world 
is that each statistic is an indicator—and conse- 
quence—of discrete decisions by individual hu- 


mans, as governed by their preferences. Popula- . 


tion growth, for example, is in fact the outcome 
of a large number of discrete private decisions 


(whether free or coerced) over which policy mak- - 


ers or national governments are not likely to have 
direct control. 

In this connection, if there is any determinism 
in the logic that results in uneven growth and 
development, it is a determinism driven by in- 
dividual decision making. Whole societies may 
drift in a certain way, as characterized by certain 
reproductive patterns, and regardless of leaders' 


influence, because millions of private citizens _ 


are behaving in normal and often most legiti- 
mate ways. The connection to migration is this: 
To the extent that population growth exceeds a 
society's employment potential, the probability 
is very high that people will move to other coun- 
tries in search of jobs. 

Indicators of technology, like those of popula- 
tion, are also the observed outcomes of a number 
of widely dispersed decisions by individual actors 
(such as developers, inventors, scientists, inves- 
tors, manufacturers; and so forth). This may be 
less true in authoritarian systems than in open 
societies, but the difference may be more of de- 
gree than of kind. While the development of tech- 
nology is influenced more by organizations and 


bureaucratic decisions than are trends in popu- 
lation, the fact remains that individual actions 
are critical in shaping the success or failure of 
technological ventures. The connection to migra- 
tion is this: Countries that are resource-rich, but 
technology-poor and small in population, seek to 
draw migrants. They compensate for population 
constraints by importing foreign labor; they coun- 
terbalance limitations in technology by relying on 
highly skilled workers from other countries. 

To simplify a complex situation, we find it use- 
ful to differentiate among people crossing bor- 
ders, first, in terms of voluntary versus nonvolun- 
tary migration, and then in terms of motivation 
for mobility, and duration of stay. Taking these 
criteria into account, the most obvious patterns 
of international migration today include the fol- 
lowing: migration for employment; seasonal mo- 
bility for employment; permanent settlements; 
refugees who are forced to migrate; resettlement; 
state-sponsored movements; tourism and ecotour- 
ism; brain drains and “reversals” of brain drain; 
smuggled and trafficked people; people returning 
to their countries of origin; environmental migra- 
tion and refugees from natural shortages or crises; 
nonlegal migration; and religious pilgrimage. 

These types are not necessarily mutually exclu- 
sive, a fact that complicates any simple account- 
ing of migration. The dynamic status of migrants 
also adds to the complexity of cross-border move- 
ments. For example, migrants may begin their ex- 
perience with an official employment status, but 
if their contracts expire they become nonlegal mi- 
grants. If a war erupts and they are forced to move 
again, the same migrants then become refugees. 
On the other hand, mobility that is nonvolun- 
tary—and regarded simply as refugeeism—may 
result from a variety of circumstances, including 
conflict and violence, droughts and environmen- 
tal degradation, or shifts in territorial boundaries. 
The situation for migrants is seldom clear-cut and 
it is almost always changing. 

This consideration is relevant for two rea- 
sons. First, it serves as a reminder of the rela- 
tional basis of migration in a globalized world. 
Contextual factors enter into the definition of 
migration types and are formalized, sometimes 
arbitrarily, with reference to both the legal status 
of migrants and the policies of state institutions. 
The second reason is that it shows how difficult 
it is to obtain an internally consistent account- 
ing of international migration by source, cause, 
category, duration, and so on. This further com- 
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plicates issues of jurisdiction over shifting forms 
of cross-border mobility. 

The sheer scale and scope of people on the 
move, in combination with the blurring of bor- 
ders, creates new challenges for the conduct of in- 
ternational relations and strategies for sustainable 
development. By extension, assigning responsibil- 
ity for the remediation of problems generated by 
past migration-related policies becomes especially 
difficult. When sovereignties are diluted (or when 
new ones are created), lines of authority and re- 
sponsibility also become blurred. Determining 
who is responsible for what, when, and how be- 
comes particularly vexing. 

The leakage of territorial boundaries—the evi- 
dent inability to regulate and control access across 
national borders—is one legacy of the current 
phase of globalization, which began in the twenti- 


eth century, and it has become a powerful shaper . 


of international politics. The sovereign state today 
is a porous entity. Not only do resources extracted 
in one location usually find their way to another 
place for utilization and con- 
sumption, as mobile capital 
scours the world for invest- 
ments. And not .only does 
technology (embodied in hu- 
man skills or in machinery) 
move from one place to an- 
other (often referred to as the 
"transfer" of technology), as 
information moves as rapidly 
as we wish around the globe. People also are mov- 
ing across borders in unprecedented numbers. 

A second legacy of globalization from the twen- 
tieth century is the remarkable expansion of sov- 
ereign entities, an expansion that greatly compli- 
cates the challenges of international coordination 
and global management. We must also appreci- 
ate that migration can take place, in effect, even 
when people themselves do not actually move, but 
when territorial boundaries are changed. For ex- 
ample, the demise of the Soviet Union—leading to 
a proliferation of sovereign entities—left people in 
place but shifted jurisdictions. 

As cross-border linkages become more prev- 
alent—and as political institutions find it more 
difficult to regulate cross-boundary flows—states 
become more interconnected, and governments 
find it more difficult to exercise control over do- 


The movement of people across 
territorial boundaries can 
fundamentally alter the nature 
of a nation-state's politics, 
economy, and policies. 


mestic politics and economies. They become more 
vulnerable to decisions made elsewhere, as well 
as to unanticipated shocks or crises—natural or 
social—that originate outside their formal bound- 
aries. Invariably, states are forced to acknowledge 
external pressures, yet they may experience great- 
er difficulties in coordinating policies with other 
states even when they wish to do so. 

The challenge to governance created by the 
conjunction of migration and globalization is dif- 
ficult to overstate. As people move across borders, 
they encounter the rules and regulations of the re- 
cipient community. Given the diversity of causes 
and consequences of such mobility, as well as the 
diversity of the recipient community's rules and 
regulations, it should come as no surprise that fric- 
tion may arise and that the social contract in the 
community of destination may become stressed. 


MANAGING CHANGE 


In this context, the task of governance is to man- 
age the changes and ease the transitions wrought 
by globalized migrations. 
Over time the changes pen- 
etrate deep into the social 
fabric of nations, potentially 
transforming them in impor- 
tant ways, even altering the 
landscape of the state sys- 
tem as a whole. But trying to 
oversee this process is com- 
plicated because, as a result 
of globalization, the structures and functions of 
governance are affected by processes that operate 
across levels of analysis and between social. sys- 
tems and political jurisdictions. 

Obviously, the pressures on governance are 
not always met by requisite and appropriate re- 
sponses. Still, we can recognize that pervasive 
dynamics of uneven growth and development af- 
fect the institutional arrangements that evolve in 
the course of seeking to manage these dynamics. 
Further examining these evolving relationships 
can help us understand the structure of the in- 
ternational system and adapt more readily to the 
transforming effects of globalization—including 
the accelerated movements of people. We know 
that the world is changing. We hope that our in- 
stitutions manage these changes as effectively as 
can be reasonably expected. = 
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The Rise of Refugee Diasporas 


NICHOLAS VAN HEAR 


ith the unraveling of capitalism's neo- mixing" of ethnically diverse populations, in the 
liberal variant in 2008-09, the glob- Caucasus, Central Asia, and elsewhere in the 
al order appears to be undergoing a former Soviet Union; war and ethnic cleansing in 
transformation as profound as the one that start- the former Yugoslavia; the Gulf crisis of 1990— 
ed with the fall of the Berlin Wall and continued 91 and the associated mass exodus of Asian and 
with the communist blocs collapse. After the . Arab migrant workers from Kuwait, Iraq, and 
wall fell in 1989, communist regimes in Eastern elsewhere; the genocide, wars, and mass refugee 
Europe toppled like dominoes, and the implo- movements in Central Africa beginning in 1994; 
sion continued into the early 1990s, as first the ongoing turmoil, protracted conflict, and mas- 
Soviet Union and then Yugoslavia disintegrated. sive displacement in the Palestinian territories, 
In 2008, another type of implosion began. Now Afghanistan, the Horn of Africa, Sri Lanka, and 
almost daily, it seems, a bank or some other fi- Colombia; the Asian and Russian financial cri- 
nancial institution falls apart. The resulting eco- ses of the late 1990s and these crises' effect on 
nomic crisis is still unfolding. migrant workers; and the conflicts and refugee 
These two upheavals—the collapse of com- movements associated with the US-led wars in 
munist regimes in 1989-91 and the financial and Afghanistan and Iraq. 
economic crisis of 2008—09—can be understood The diasporas that have developed as refugees 
as bookending a period of about two decades dur- and others have fled these upheavals—what may 
ing which major instances of regional turbulence be called migration crises—are in the process of 
and conflict have generated migration crises of transforming societies worldwide. Particularly 
varying magnitude and depth. These crises have since the end of the cold war, and peaking in the 
involved conflict, uprooting, mass displacement, 1990s, mass movements of refugees—largely from 
and refugee flight, and among the consequences Africa, the Middle East, and South Asia—have led 
have been refugee diasporas. Today these diaspo- to the formation or transformation of substan- 
ras are having a profound impact on the global tial diasporas that have consolidated themselves 
order—particularly on relations between the af- in destination countries and engaged in various 
fluent world and conflict-ridden societies around forms of transnational activity. 
the globe. In some ways, refugee diasporas are re- The effects of conflict and displacement have 
shaping the world’s political economy. been double-edged. On one hand, conflict has de- 
The upheavals and migration crises of the stroyed lives and livelihoods and generated mass 
past two decades include, to. list just the major uprooting of people. On the other hand, displace- 
episodes: the breakup of the Soviet Union and ment has led to the formation of these new or re- 
the eastern communist bloc; wars, and the “un- surgent diasporas—and they hold the potential 


for either the perpetuation of conflict or its reso- 


NICHOLAS VAN HEAR is a senior researcher at the Center on lution and the TECOVELY of shattered societies. 
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sal, and Regrouping of Migrant Communities (Routledge, . 
1998) and is coeditor, with Chris McDowell, of Catching Fire: A look at the figures for refugee flows in recent 


Containing Forced Migration in a Volatile World (Lexing- years gives an idea of the scale of these new trans- 
ton, 2006). national social formations. Between 1982 and 
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2002, about 10 million asylum applications were 
made to the affluent countries of the Organization 
for Economic Cooperation and Development. Of 
these, about 8 million were made in the 1990s, 
making that decade a key period for new diaspo- 
ra formation. Not included in these numbers are 
refugees resettled from first asylum countries to 
Western (and other) states, and family reunions 
or family formations associated with essentially 
conflict-induced migrations. 

It is difficult to produce a corresponding figure 
for refugees living in countries that neighbor con- 
flict zones—often low-income or lower—middle- 
income countries in the global south—but the 
number of refugees dispersed in such locations is 
certainly much higher than in the global north. As 
an indication, the Middle East at the end of 2003 
was said to host more than 4.35 million refugees, 
African countries just under 3.25 million, and 
South and Central Asia nearly 1.9 million. 

After 2002—03—largely because of increasing 
restrictiveness in the international regime that 
governs refugees and mi- 
grants access to Western 
countries—arrivals of asy- 
lum seekers and refugees to 
affluent countries decreased 
(though this trend was more 
pronounced in Europe than 
in North America). It is like- 
ly therefore that more refu- 
gees found their way to middle-income countries 
outside the main affluent blocs in North America, 
Europe, and Australasia. In any case, major new 
diasporas have formed from, or been augmented 
by, the conflict-induced population movements of 
the past two decades. 

Recently much has been made of the role that 
diasporas play in conflict-ridden societies. We 
have seen a general shift in perception, a shift away 
from assigning blame to diasporas for foment- 
ing and supporting conflict and instead toward a 
more nuanced view that recognizes the fact that 
diasporas can assist with relief, peace building, 
and post-conflict reconstruction and recovery. At 
least, the role of diasporas is now more often seen 
as ambiguous—sometimes negative and some- 
times positive. For example, the Sri Lankan Tamil 
diaspora is frequently characterized as supporting 
the insurgent Tamil Tigers. But diaspora members 
also provide substantial relief and support for 
war-affected families and communities in the em- 
battled homeland. 





Refugee households abroad have 
to balance the demands of their 
own livelihoods and futures with 
those of compatriots left at home. 
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Not surprisingly, interest in conflict-induced 
diasporas has also found its way into the policy 
arena. Agencies such as the World Bank and other 
multilateral bodies are exploring possibilities for 
diaspora engagement in, for example, develop- 
ment and recovery in conflict settings. However, 
to understand how refugee diasporas can engage 
in such settings, it is necessary to consider in 
greater detail how they are formed. 


HOW DIASPORAS DEVELOP 

Á common pattern when people flee conflict is 
that most seek safety in other parts of their own 
country, a substantia! number looks for refuge 
in neighboring countries, and a smaller number 
seeks asylum in countries further afield, perhaps 
on other continents. Some of those who flee to 
neighboring countries may later be resettled fur- 
ther away or migrate to new destinations to which 
others have traveled directly. If exile persists, and 
people consolidate themselves in their territories 
of refuge, complex transnational relations develop 
among the various parts of 
the refugee diaspora—that 
is, among those in the home 
country, those in neigh- 
boring territories (the near 
diaspora), and those further 
afield (the wider diaspora). 

Partly in response to pub- 
lic disquiet over increasing 
inflows of refugees and migrants, the internation- 
al migration and refugee regime has become more 
stringent in the past 10 years, as measures have 
been introduced that prevent or deter new arriv- 
als. As a consequence, access to desirable, affluent 
destinations has become more limited, and cost 
and connections have increasingly determined 
people's ability to reach the world's more attrac- 
tive locations. One's capacity to migrate is shaped 
by class or socioeconomic standing, access to re- 
sources, and associated networks. 

Thus, a hierarchy of destinations exists, and 
migrants and asylum seekers can only reach the 
upper echelons if they have the necessary finan- 
cial or network-based resources. We can add 
some empirical substance to this framework by 
examining the Sri Lankan Tamil, Somali, and 
Afghan cases. 

Tamils from Sri Lanka have been fleeing civil 
war since 1983. The flight intensified in the 1990s 
and, after an uneasy and short-lived cease-fire 
that was agreed to in 2002, it resumed in 2005. 
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Currently the war seems to have reached a deadly 
endgame. The displaced include poorer people 
moving to safety within Sri Lanka—between half 
a million and 1 million belong to this category 
at any one time, according to the intensity of the 
conflict. The displaced also include people with 
some resources who have fled by boat to southern 
India. These migrants numbered around 100,000 
at their peak in the 1990s. In the early 2000s, 
about 50,000 remained in camps and cities in the 
Indian state of Tamil Nadu; their numbers have 
increased again with the recent resumption of in- 
tense conflict. 

Also among those displaced from Sri Lanka 
are migrants who, both as a livelihood strategy 
and to escape the conflict, traveled to the Middle 
East as labor migrants. Still others, those with the 
substantial resources necessary to pay smugglers 
and brokers, and often with the help of earlier mi- 
grants, have been able to travel as asylum seekers 
to affluent countries—notably Britain, Canada, 
France, Switzerland, Australia, and the Scandi- 
navian nations. These have 
contributed to the wider 
diaspora of Sri Lankan 
Tamils, which numbers ap- 
proximately 800,000 today. 
In addition to the move- 
ments listed above, there 
have also been movements 
back to Sri Lanka, and 
movements between and among the various loca- 
tions. All of these movements vary over time, ac- 
cording to the conditions of the conflict and pos- 
sibilities for migration. 

Somalis have experienced state collapse and civ- 
il conflict since the late 1980s. Poorer households 
often face displacement within what are known as 
the Somali regions, which include southern Soma- 
lia, Somaliland, and Puntland in the north. Those 
with the necessary resources migrate to neighbor- 
ing countries like Ethiopia, Kenya, Djibouti, and 
Yemen. Some migrate to the Middle East as labor 
migrants, or set up small businesses there, both 
in pursuit of livelihoods and to escape the con- 
flict and its consequences. Movement to Western 
or other affluent countries, usually undertaken by 
those well endowed with resources and network 
connections, includes movement first to Kenya 
and then to Europe. 

Afghans have experienced large-scale dis- 
placement since the late 1970s as the conflict in 
their country has ebbed and flowed. Patterns of 





Diasporas formed as a result of 
conflict have arguably consolidated 
themselves into an element integral 

to the current world order. 


forced migration include internal displacement, 
and around 2 million people—depending on 
the state, phase, and nature of the conflict —fit 
in this category. Large numbers of refugees have 
also moved to Pakistan and Iran—3 million and 
2 million, respectively, at the peak of outflows. 
(Many have returned when conflict has abated, 
as in 1992 and 2002.) There has also been la- 
bor migration to Iran, as refugee pathways have 
been transformed into betterment routes. Sub- 
stantial numbers of Afghan asylum seekers have 
also traveled to Europe, North America, and 
elsewhere in the affluent global north, and these 
people are generally better off than are the refu- 
gees in Pakistan and Iran. 


REFUGEE RECEPTION 

From the perspective of receiving countries like 
the United States, the United Kingdom, Germany, 
France, and Scandinavian nations—the locations 
of wider diasporas—it is typical to receive a num- 
ber of waves of migration from conflict-ridden 
countries like Sri Lanka, 
Somalia, and Afghanistan. 
Frequently arriving in the 
early waves are elite and 
professional migrants who 
wish to pursue professional 
qualifications in law, medi- 
cine, or engineering, and/or 
who anticipate trouble and 
upheaval in their homelands (political exiles may 
well be among them). 

Alternatively, earlier labor migration path- 
ways (in the case of Somalis, seafarers) may 
have paved the way for later refugee arrivals. 
Often arriving as tensions rise, but before con- 
flict breaks out, are students, especially if their 
studies are blocked at home, as was the case for 
Tamils in post-independence Sri Lanka, as their 
access to higher education was stymied by dis- 
crimination. As conflict escalates and violence 
erupts, refugees and asylum seekers arrive, of- 
ten in waves, depending on the intensity of the 
fighting. Associated with each of these waves of 
“primary” arrivals are migrants who come for 
marriage, family reunions, or family formation, 
and such arrivals may continue long after the 
conflict ends. 

As refugee diasporas become established and 
people gain the right and ability to move on from 
their new locations, onward or secondary mi- 
gration may increase, as families split by forced 


migration are able to regroup. This has been the 
case among Somalis, Tamils, Afghans, and oth- 
ers who have gained citizenship in the European 
Union after many years in the asylum determina- 
tion process. (In recent years, many such peo- 
ple have moved from continental Europe to the 
United Kingdom.) 


NOT CLEAR-CUT 


As can be seen from these examples, by no 
means are all people who leave conflict-ridden 
countries refugees. Indeed, people who move do 
so for a variety of reasons, including varying de- 
grees of force and choice. 
In the study of migration, 
a basic distinction is of- 
ten made between those 
who choose to move and 
those who are forced to 
move. This distinction is 
maintained in the policy 
world, where the gover- 
nance of international 
migration is shaped by 
a widespread view that 
“voluntary” and “forced” 
migration are mutually 
exclusive categories. 

In reality, of course, 
the distinction is far from 
clear-cut. Many people 
classified as voluntary mi- 
grants—especially those 
toward the lower levels 
of the socioeconomic 
scale, such as labor mi- 
grants from low-income 
backgrounds—may face 
very limited choices. On 
the other hand, those 
classified as refugees or 
asylum seekers—that is, 
those known as forced migrants—may have more 
choices than are immediately apparent. For ex- 
ample, once they have reached a place of relative 
safety, these migrants typically look to develop 
their livelihoods and expand their life chances; in 
this way, they may transmute from refugees into 
economic or betterment migrants. 

The fact that poverty, inequality, lack of income 
opportunities, and conflict-induced displacement 
often coexist means that much migration in many 
parts of the world is mixed in nature, in terms 
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In Transit 
Refugees flee fighting in Basra, Iraq, in 2003. 
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of both migrants motivations and the character 
of the migration flows. Those who flee a country 
where violence, persecution, discrimination, and 
human rights abuses are rife may also be fleeing 
dire economic circumstances—which themselves 
contribute to the violence, persecution, discrimi- 
nation, and human rights abuses. Moreover, ref- 
ugees and other migrants often follow the same 
routes, make use of the same smugglers and agents, 
and end up in the same host communities. 

Mixed migration has therefore been salient in 
recent diaspora formation. And with the disper- 
sal of people who move for a variety of reasons 
comes the establishment 
of transnational relations 
and networks among the 
dispersed groups. It is 
through these networks 
and relationships that 
diasporas can exert influ- 
ence on their countries of 
origin. 

Diasporas produced 
by conflict-induced mi- 
gration are of course 
shaped by the societies 
from which they have 
come, the new societies 
in which they find them- 
selves, and their experi- 
ence of conflict and flight. 
The migrants carry with 
them the values of their 
homeland and absorb to 
a greater or lesser degree 
the values of their host 
societies. These values, 
together with the socio- 
economic character of 
the diaspora (differenti- 
ated along lines of class, 
ethnicity, and  genera- 
tion) will help shape the diaspora's disposition— 
both its capacity and its inclination—to influence 
the homeland during and after conflict. 

Diaspora members' capacity to influence their 
homelands depends on, among other factors, 
having a secure status in their host societies, 
earning an income above subsistence level, and 
developing social competence and political liter- 
acy—that is, knowing how to lobby, campaign, 
speak in public, write leaflets, fund proposals, 
and so on. Their inclination to engage may be 
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shaped by personal or private motivations, such 
as the imperative to protect one’s family, kin, 
or friends; by wider humanitarian concerns for 
the community, society, or nation; or by harder 
political motivations that may involve religious 
fundamentalism or ethnonationalism. 


WHO HELPS WHOM 


Whatever their influence—positive, negative, 
or ambiguous—diasporas can affect their home- 
lands in two main ways. The first is from abroad, 
while the diaspora is in exile. This takes place 
through lobbying, sending remittances, and mak- 
ing other transfers of resources, ideas, and values. 
The second is by returning, on visits or perma- 
nently, and investing economic and human capi- 
tal in the homeland. 

Recently much attention has been paid to the 
financial dimensions of diaspora transfers and ex- 
changes between the host country and the home- 
land. However, such transfers are not simply bald 
economic transactions. Like other transnational 
activities they are embedded in social relations— 
which are all the more 
significant in conflict set- 
tings, since the repair and 
enlargement of social rela- 
tions are very much part of 
the reconstruction of con- 
flict-ridden societies. 

The generic term “trans- 
national transfers” can describe a range of trans- 
actions, including remittances, gifts in kind, do- 
nations, some kinds of investment, and so forth. 
The most common and most significant form of 
transfer is a private transfer between individuals, 
or between individuals and households, of money 
or goods. The term “remittance” can be reserved 
for this type of transaction, which is usually un- 
dertaken between a refugee or migrant in a host 
country and an individual or household in a coun- 
try of origin. 

Analysts have noted that remittances to fam- 
ily and friends, when they take place in rela- 
tively stable settings, are private, rather intimate 
transactions. In aggregate, however, they can 
make a substantial collective and public impact 
on the welfare of the societies from which mi- 
grants come. These observations hold in conflict 
settings too, but the trajectories of transfer may 
be more complex. Transfers may take place be- 
tween a host country and a country of first asy- 
lum; between a country of first asylum and the 
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We have seen a general shift away 
from assigning blame to diasporas for 
fomenting and supporting conflict. 


country of origin; or among all three sites of the 
refugee diaspora. 

The uses to which individuals and house- 
holds put refugee remittances in conflict settings 
are also somewhat similar to those seen in more 
stable conditions—to cover basic needs, to help 
with construction or reconstruction of housing, to 
help with education or health care, or (rather in- 
frequently) to invest in a business. But some other 
uses, such as to pay debts that refugees incurred 
in their flight, or to help relatives get out of con- 
flict zones, are of greater significance in conflict 
settings than in more stable contexts. 

In addition to private transfers between indi- 
viduals or households, transfers to wider collec- 
tivities also occur. The individual who donates at 
a temple, church, or mosque for relief of conflict- 
related distress in his home country, as to an 
orphanage or clinic; the hometown association 
or old-school organization that collects funds to 
rebuild a school, equip a hospital, or refurbish 
a library; collections by welfare organizations to 
provide relief for the victims of conflict; or, more 
darkly, the collections by 
supporters of rebel groups 
to pay for weapons or oth- 
erwise support insurgen- 
cy—all these represent 
transfers, for public or col- 
lective purposes, that are 
somewhat different in na- 
ture from private remittances. 

In aggregate, organizational or collective 
transfers are also probably smaller in scale than 
are private remittances. In conflict settings, how- 
ever, their significance may extend beyond their 
immediate economic and material effects, since 
they can help repair a social fabric shredded by 
years of conflict. 

Taken together, these two types of transfer 
can be seen as part of a transnational relief and 
social welfare system through which substantial 
resources flow from diasporas in affluent states 
to conflict-ridden societies. Households and com- 
munities in conflict and post-conflict communi- 
ties build these transfers into their strategies for 
surviving and coping. 

Meanwhile, refugee households abroad have 
to balance the demands of their own livelihoods 
and futures with those of compatriots left at 
home, in neighboring countries of first refuge, 
and in other destination and transit countries. 
Refugees thereby are pressured to meet a portfo- 


lio of obligations, which corresponds to a portfo- 
lio of resources that those remaining in conflict 
settings can call upon. 

This portfolio of obligations may become un- 
sustainable and debilitating. For example, mi- 
grants may have to choose between supporting 
those back home and developing their own skills 
or educating their children. The level of support 
that can be offered—and thus the circulation of 
resources between the diaspora and the home- 
land—is shaped by differences of wealth, resourc- 
es, social capital, and class. 


NEWCOMERS' WORLD ORDER 


Since the end of the cold war, various conflicts 
around the world have created upheaval and mass 
displacement—an unambiguously negative out- 
come. However, through the diasporas created by 
forcible uprooting, conflict and displacement have 
also generated the means or potential for inter- 
ventions in conflict settings. Such diaspora inter- 
ventions may help to alleviate or resolve conflict, 
or support reconstruction and aid recovery. On 
the other hand, such engagement may foster the 
continuation or escalation of conflict. 

As we have seen, at the household or family 
level, largely private transfers take place within 
and among transnational households; these in- 
volve individuals or small groupings of kin and 
friends. In conflict settings these transfers are 
largely palliative, enabling those back home in 
conflict zones to survive or cope. They essential- 
ly sustain individuals, families, and communi- 
ties during and after conflict and displacement; 


they do not transform their situation. These in- - 


dividual transfers usually involve modest sums, 
but in aggregate they amount to a substantial 
shift of resources from diaspora members in af- 
fluent countries to.poorer, conflict-ridden parts 
of the world. 
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Public and collective transfers at the commu- 
nity level, on the other hand, sometimes support 
insurgents. But they also sometimes support phil- 
anthropic community-level interventions such as 
rebuilding or reequipping schools, hospitals, clin- 
ics, and orphanages through hometown associa- 
tions, alumni organizations, churches, mosques, 
or temples. Each transfer of this kind is likely to 
be larger than a typical private remittance to an in- 
dividual or household, but in aggregate terms they 
are much smaller than remittances collectively. 

While collective and public interventions do 
make a difference to local communities trying 
to recover from conflict, their impact is likely 
to be more symbolic than material. Moreover, 
while these efforts may deploy local knowledge 
superior to that which characterizes outside re- 
lief and development agencies, questions may 
well surround the appropriateness, impact, sus- 
tainability, and other dimensions of diaspora 
interventions. 

Nevertheless, the combination of individual and 
collective transfers from diaspora members now, 
in aggregate, plays an important role in helping 
individuals, families, and communities survive 
and cope in conflict conditions. In this and other 
ways, diasporas formed as a result of conflict have 
arguably consolidated themselves into an element 
integral to the current world order. 

While at times they contribute to the prolon- 
gation of conflicts, they often also help to amelio- 
rate the effects of conflict through the provision 
of transnational social security systems—that is, 
through remittances and other transfers. If, as 
we may expect, conflict becomes more common 
as a result of the current economic crisis, and in 
the longer term as climate change puts growing 
pressure on local resources, diasporas may find 
themselves increasingly called on to aid their 
conationals in distress. m 
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The Menace in Europe’s Midst 


ROBERT S. LEIKEN 


mong Europe's Muslim immigrants are 
some who arouse security concerns within 
the continent’s governments. Western Eu- 
rope has long served as a safe haven for jihadist 
preachers and activists fleeing the Middle East. 
Their message, or da’wa, now finds adherents in an 
indigenous second and third Muslim generation. 
If some scholars of American immigration 
perceive a postindustrial “decline of the second 
generation"—that is, downward mobility among 
post-migrants—the decline is steeper and harder 
to deny in the case of Europe’s Muslims. For this, 
Europeans can thank their economic stagnation 
and a kind of cultural dissonance. In the United 
States, many Muslims are prosperous profession- 
als. In Europe, Muslim descendents of immi- 
grants achieve outcomes—in education, employ- 
ment, income, and housing—that are, according 
to studies, inferior to those of non-Muslim post- 
migrants, as well as to those of natives. 


These statistics notwithstanding, most Eu- 


ropean Muslims are not Islamist. Even fewer, of 
course, are extremist or violent. However, when 
an angry son of migrants explains his own and 
others’ downward mobility in a narrative of Mus- 
lim oppression, we may get a terrorist wannabe. 
Of the scores of jihadist terror attacks plotted 
in Europe this century, most have taken aim at 
Europe itself. But several have targeted the United 
States—including the attacks of September 11, 
2001, and a failed plot in 2006 against transat- 
lantic airliners leaving London’s Heathrow Air- 
port. This February, US Director of National In- 
telligence Dennis Blair, in his first Annual Threat 
Assessment, emphasized that “Al Qaeda has used 
Europe as a launching point for external opera- 
tions against the homeland on several occasions 
since 9/11, and we believe that the group contin- 
ues to view Europe as a viable launching point.” 


ROBERT S. LEIKEN is director of immigration and national 
security programs at the Nixon Center. He is author of the 
forthcoming Europe’s Angry Muslims: The Revolt of the 
Second Generation (Oxford University Press, 2010). 
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Later that month FBI Director Robert S. Mueller 
III drew attention to “extremists from visa-waiver 
countries, who are merely an e-ticket away from 
the United States.” Of the 35 countries to which 
the United States offers visa waivers—whereby 
citizens may travel to America without visas and 
thus without interviews by a US consular or Home- 
land Security official—31 are European. 


VARIETIES OF MUSLIM EXPERIENCE 


Muslims in Europe share a complex fate. They 
are religious minorities in secular states. They are 
immigrant Muslims in countries historically unfa- 
miliar with both immigration and Muslims. They 
reacted quietly in 2005 and 2006 to allegedly blas- 
phemous Danish cartoons that in the Middle East 
provoked riots and the burning of consulates. Be- 
cause Europe’s Muslims are European, their hearts 
were pierced as much by ethnic cleansing in Bos- 
nia as by the Soviet invasion of Afghanistan. 

Yet, despite similarities among Europe's Mus- 
lims, national differences are discernible. British 
Muslims, in particular, tend to be more radical 
and outspoken. The grievances of Bosnia echoed 
more loudly in the United Kingdom than else- 
where in Europe. During the Danish cartoon 
episode, British Muslims were more vocal than 
Muslims in France and Germany. They were also 
far more vocal during the Rushdie affair in 1989, 
when the Ayatollah Ruhollah Khomeini issued a 
religious command urging Muslims to kill the 
author Salman Rushdie. 

National differences can be attributed in part to 
the varying experiences of Muslim communities. 
Muslims began arriving en masse as labor mi- 
grants to northwestern Europe in the 1950s, but 
to Southern Europe only beginning in the 1980s. 
In the Balkans it is another story—and yet anoth- 
er in Eastern Europe. Further distinctions surface 
on examination of the three most important Eu- 
ropean countries, which also happen to be those 
with the largest Muslim populations. 

In the case of Britain, the provenance of Mus- 
lims is mainly Pakistan, in Germany Turkey, and 


in France North Africa. Until the year 2000, de- 
scendants of Turks born in Germany did not have 
the option of citizenship. Pakistanis migrating to 
Britain were already citizens of the British Com- 
monwealth. For French Algerians, citizenship 
was once automatic but is now conditional. In 
Britain the Pakistanis, and in Germany the Turks, 
tend not to speak the host country’s language, as 
France’s Algerian males often do. 

In addition, Turkey has long had a secular tra- 
dition, while Pakistan has always fomented Isla- 
mism. Algeria suffered a civil war that continues 
to generate Islamist terror. The French immigra- 
tion discourse is assimilationist, though “the 
French melting pot” is often merely formal. Brit- 
ish affirmative action can balkanize populations. 
And Germany has been divided in its own way: 
multicultural in courts, colleges, and cant; segre- 
gationist in daily life. 


THE BRITISH DIFFERENCE 

But the most striking variance is that British ji- 
hadists far outnumber those of all other European 
countries combined. Jonathan 
Evans, director of Britain’s do- 
mestic security service, the 
MI5, disclosed in a rare and 
dramatic public appearance 
in 2007 that 2,000 individuals 
were known to be “involved 
in terroristrelated activity” 
in the United Kingdom, with “as many again that 
we don’t yet know of.” That year the service was 
aware of 200 terrorist networks and 30 active 
plots. A year later authorities viewed the threat as 
growing “increasingly complex” and the numbers 
as “even higher.” 

In contrast, the Dutch security service identi- 
fies only “some 10 to 20 loose-knit structures in 
the Netherlands that can be qualified as jihadist 
networks” within a “relatively small” “hard core 
of radical Islam encompassing several hundreds 
of people only.” In Spain, the comparable number 
is around 300 radicals, a slim total compared with 
Britain's more than 4,000 active terrorists, who 
themselves form only a small portion of the coun- 
try’s Islamic radicals. 

Jean-Francois Clair, the former deputy director 
of the French domestic security service, explained 
to me last year that, while British officials needed 
“to show the size of the problem to the public,” 
conditions in France had not made it “useful to 
make open declarations.” In any case, he contin- 





The disproportionate number 
of terrorists in Britain reflects 
a singular radical milieu. 
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ued, “the number in France of those under inves- 
tigation is certainly far less than thousands.” 

The disproportionate number of terrorists in 
Britain reflects a singular radical milieu. To cite 
one example, Hizb ut-Tahrir, the Party of Libera- 
tion, is a virulently anti-Semitic group wishing to 
install Islamic regimes by coup d’état and to pursue 
jihad. It is said to have 10,000 members in Britain. 
Germany’s Party of Liberation has 300 members. 
Denmark’s has fewer than 200. 

At least three-quarters of the groups under sur- 
veillance by British domestic security are linked to 
Pakistan. Nearly all British jihadists implicated in 
major plots since 2004 were in contact with jihad- 
ists in Pakistan, Al Qaeda’s sanctuary. Lashkar-e- 
Taiba, the militant Pakistani group that conducted 
the 2008 massacre in Mumbai, India, sports an ex- 
tensive web of supporters in the United Kingdom. 

So if angry Muslims in general challenge West- 
ern Europe's integration of immigrants, it is Brit- 
ain's who pose the most dangerous security threat. 
US intelligence agencies seem to have concluded 
that the MI5 has been unable to cope with a stun- 
ning increase in Islamist ter- 
rorist cells in recent years, 
a judgment corroborated in 
January by MI5's director gen- 
eral. American intelligence 
officials have told President 
Barack Obama that British 
jihadists now constitute the 
chief terrorist threat to the United States—a bitter 
irony in light of the significant role that the Iraq 
War has played in radicalizing Muslims in Brit- 
ain, America’s principal ally in the war. 

Intelligence sources now believe that a British- 
born Pakistani extremist entering the United 
States under the visa-waiver program is the like- 
liest source of another attack on American soil. 
That is why two years ago, prompted by the failed 
attack on airliners departing from Heathrow, the 
US Central Intelligence Agency launched a vast 
spying operation in Britain to prevent a repeat of 
9/11. According to the London Sunday Telegraph, 
four of every ten CIA operations aimed at foiling 
attacks on the United States are directed against 
subjects in Britain. 


THE WAGES OF TOLERANCE 

Yet, if the reader can bear one more turn of the 
screw, Muslims feel more at home in Britain than 
in any other European country. The uncomfortable 
truth is that Islamic radicalization is most potent 
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and perilous in the very countries that have worked 
hardest to accommodate the mores and structures 
Muslims brought from the old country. 

Britain and the Netherlands, proud of their leg- 
endary tolerance of minorities but ashamed of their 
third world pillage, began in the late 1980s to wel- 
come tens of thousands of Muslim asylum seekers, 
some of whom turned out to be jihadists. In both 
countries, young able-bodied conspirators, under 
no obligation to seek citizenship, received unem- 
ployment insurance, public assistance, health care 
and housing subsidies, affirmative action jobs, sub- 
sidies for a wide range of religious and social or- 
ganizations, bilingual education, and free courses 
on their native culture. The failure of these policies 
should not cause the West to forget its own limita- 
tions, or to abandon its kindness to strangers, but 
the reappraisal now in progress was long overdue. 


In redefining the struggle against global jihad, 
President Obama in February stressed “interna- 
tional partnership in dealing with international 
terrorism.” Neither a suspension of the visa waiv- 
er program (damaging to business and diplomacy, 
and prohibitively costly) nor a new multicultural- 
ist policy aimed at countering grievances offers a 
silver bucket for dousing Europe’s Muslim anger 
or the threat that it poses. There is no way around 
the targeted surveillance that British and Ameri- 
can authorities are now reportedly carrying out in 
the United Kingdom. 

This “international partnership” will teach us 
distinctions—for example, between political Isla- 
mists and bomb-making jihadists, between radi- 
cals who counsel separatism and piety and those 
who stockpile ammonium nitrate. This is another 
reason for the CIA to be in Britain. E 





And Now, Reverse Migration 


WILLIAM W. FINAN JR. 


pouring out of conflict-ravaged countries in 

search of safety and, for the lucky, political 
asylum. In recent history, we have seen images such 
as these involving Vietnam’s boat people, Bosnians 
escaping Serb atrocities in the Balkans, and, more 
often, in constant and nightmarish replay, masses 
of African men, women, and children, hounded and 
herded by war, trudging in a seemingly interminable 
march from village to village. 


Pr many, global migration means refugees 


The best way to illustrate this is in terms of re- 
mittances. In 2007, according to the IOM report, 
migrants laboring in foreign countries sent home 
$337 billion in remittances. This, as the report 
notes, represented a 99 percent increase over 
2002. The increase highlights both the impor- 
tance of foreign laborers to their home countries 
(countries mainly in the developing world) and 
the lucrative nature of the jobs available in the 

developed world, compared to 


The statistics on refugees World Migration 2008: the work that migrants could 
are alarming. According to the Managing Labor Mobility in the find in their nations of origin. 
United Nations High Commis- Evolving Global Economy The gap between average 


sioner for Refugees (UNHCR), 
more than 11 million people 
worldwide are refugees out- 
side their home countries, and another 14 million 
are internally displaced. It is these groups that 
have traditionally been the focus of policy mak- 
ers, governments, and international agencies like 
the UNHCR as they have dealt with humanitarian 
issues and questions of political asylum. | 

World Migration 2008, a publication of the In- 
ternational Organization for Migration (IOM), re- 
minds us that this traditional conception, while 
it raises important diplomatic and ethical issues, 
fails to convey the full dimensions of global mi- 
gration today. Globalization, the editors of the 
report argue, has quickly remade global migra- 
tion. However, as we will see, globalization may 
unmake migration even more quickly. 

The number of people who can be considered 
international migrants—200 million—dwarfs the 
total for refugees. But we cannot by numbers of 
people alone measure the importance of global 
migrations. (By way of comparison, China's “float- 
ing population"—that is, internal migrants who 
have left rural villages to find work in the once 
burgeoning factories of urban China—numbers 
an estimated 120 million.) Indeed, what makes 
cross-border migration a pressing concern for 
governments worldwide is its economic impact. 


WILLIAM W. FINAN JR. is Current Historys books editor. 


a report by the International 
Organization for Migration, 2008. 


incomes in countries of des- 
tination and of origin has 
grown markedly over time. 
The report contrasts today's 10:1 ratio with in- 
come differentials of between 2:1 and 4:1 in the 
nineteenth century. And it is globalization that 
is largely responsible for the widening of this 
gap, as well as for the intensification of other 
immigration-related economic forces. According 
to the report, the increasingly unrestricted flow 


_ across national borders of all manner of things— 


goods, services, capital, ideas, technology, en- 
vironmental impacts—has been “giving rise to 
and shaping contemporary patterns of mobility.” 
The link between globalization and migration is 
the central insight of World Migration 2008, and 
it serves to broaden and deepen old and inad- 
equate conceptions of how migration works. 


FOOTLOOSE WORKERS 

Global transfers of capital, along with world- 
wide manufacturing networks that allow a com- 
pany like Volkswagen to build cars in Mexico with 
parts from Argentina, Canada, and a host of other 
countries, have become the hallmark of globaliza- 
tion (though the recent financial dysfunction that 
has spread like a contagion from the United States 
into Europe and East Asia may also become a de- 
fining aspect of this era when its history is writ- 
ten). The editors of World Migration 2008 argue 
that worldwide labor mobility is also a component 
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of globalization. It is a component, they suggest, 
that too often has been overlooked. 

But factors beyond globalization are also at 
work in the developed economies’ creation of job 
opportunities for foreign workers. One such fac- 
tor is demography: Aging populations and smaller 
family sizes in the rich world mean that migrants 
are required to supplement the workforce. Anoth- 
er factor is the shift of developed-world workforc- 
es toward knowledge work based in the service 
sector. An increasingly well-educated workforce 
requires replacement labor to take over jobs that 
“knowledge workers” consider menial or insuffi- 
ciently remunerative. 

This discussion of less-skilled laborers should 
not obscure another factor driving migration: in- 
ternational competition for highly skilled workers 
who can provide expertise and capabilities that 
boost productivity. Some of the largest recent in- 
creases in migration have occurred in this area, 
rather than among less-skilled workers. | 

The IOM study devotes considerable space to 
documenting and quantifying these trends. The 
second half of the report offers a comprehensive 
assessment of the issues on which policy makers, 
both nationally and internationally, should focus 
when it comes to regulating, administering, and 
generally overseeing labor migration. Countries 
of both destination and origin are generally urged 
to devote more attention to migration. The report 
also makes specific prescriptions for concerted 
international efforts to regulate labor migration 
through the use of agreements on human rights, 
international labor, and international trade. _ 

The IOM, an intergovernmental organization 
founded in 1951, has more than 400 field locations 
and a staff of 7,000. It spent $1 billion last year on 
more than 2,000 projects. It is, in short, as close to 
the reality of global migrations as anyone. Unfor- 
tunately, however, the research and recommenda- 
tions in World Migration 2008 do not include any 
analysis of the consequences of the financial melt- 
down of 2008 and 2009—a result not of oversight, 
but of timing. This reduces the relevance of much 
of its discussion of policy prescriptions, since we 
do not yet know how origin countries, host coun- 
tries, and international organizations will react to 
the continuing economic crisis. 

The case of Singapore, in many ways an icon of 
the age of globalization, is illustrative. This port 
city-state—“the house that globalization built,” 

a Washington Post news story recently put it—now 
finds itself a prime exemplar of what may prove 


to be an age of de-globalization. The Post noted in 
March that: 


Thousands of foreign workers, including 
London School of Economics graduates with 
. six-digit salaries and desperately poor Ban- 
gladeshi factory workers, are streaming home 
as the economy here suffers the worst of the 
recessions in Southeast Asia. Singapore is an 
epicenter of what analysts call a new flow 
of reverse migration away from hard-hit, 
globalized economies, including Dubai and 
Britain, that were once beacons for foreign 
labor. Economists from Credit Suisse predict 
an exodus of 200,000 foreigners—or one in 
every 15 workers here—by the end of 2010. 


In both its current economic distress and its 
dealings with migrant workers, Singapore is not 
alone in the region. Malaysia recently expelled 
100,000 Indonesian workers. Thai factories that 
once employed illegal Burmese workers have shut 
down, forcing the Burmese to return home. 

The loss of jobs means the end of remittances, 
of course, and this could have a severe impact 
on the developing-world economies that rely 
on them. The Burmese workers returning from 
Thai factories had earned about $100 a month, 
much of it going back home to a country where 
hard currency is a luxury. Kyrgyzstan is another 
nation rocked by layoffs of expatriate workers; 
27 percent of the country’s GDP came from re- 


mittances, and now it is asking for emergency 
food aid. 


GOODBYE GLOBALIZATION? 


It is not clear that any government fiat or in- 
ternational convention can reverse the titanic 
effects associated with the globalized financial 
meltdown. Columbia University economist Jeffrey 
Sachs, for one, believes that a force larger than an 
economic downturn may be at work, a phenom- 
enon that will defy efforts at piecemeal regulation. 
He warns we could be witnessing “the collapse of 
globalization.” Sachs is joined in this pessimis- 
tic assessment by Simon Johnson, a former chief 
economist with the International Monetary Fund 
who now teaches at the Massachusetts Institute of 
Technology. Johnson’s prognosis suggests a focus 
of research for next year’s world migration report: 
*I do think we'll have a lost decade, an unwinding 
of labor mobility, of capital, of political will. It's 
about de-globalization." B 
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INTERNATIONAL 


Israeli-Palestinian conflict 

Feb. 6—Israel votes in parliamentary elections. The party winning 
the most spots in the Knesset is the centrist Kadima Party, but a 
majority of the seats is won by conservative parties, headed by 
former Prime Minister Benjamin Netanyahus Likud. Negotia- 
tions to form a coalition government now must be carried out. 

Feb. 20—President Shimon Peres officially taps Netanyahu to form 
a new government. The former prime minister says he prefers to 
establish a center-right coalition rather than one made up only 
of conservative parties. 

Feb. 22—A meeting between Netanyahu and Kadima leader Tzipi 
Livni produces no progress toward establishing a coalition. 
It now seems likely that Netanyahu’s government, when he 
establishes one, will be a conservative coalition. This could com- 
plicate progress toward implementing a 2-state solution to the 
Israeli-Palestinian conflict. 


AFGHANISTAN 

Feb. 2—A suicide bomber kills 21 police officers in an attack in 
Oruzgan province. 

Feb. 11—Taliban gunmen and suicide bombers mount assaults in 
Kabul on the national justice ministry, education ministry, and 
directorate for prisons. At least 20 are killed and 57 wounded. The 
attacks highlight deteriorating security conditions in the country, 
as even the heavily defended capital is exposed as vulnerable to 
devastating attack by the Taliban, the militant Islamist group that 
was ousted from power during a US-led invasion in 2001. 

Feb. 17—US President Barack Obama announces plans to send 
17,000 troops to Afghanistan, adding to the roughly 36,000 US 
troops already stationed in the country. Obama has long said he 
would devote greater resources to stabilizing Afghanistan. 

The UN releases a survey reporting that Afghan civilian deaths 
rose in 2008 by almost 40% over 2007 levels, reaching a total 
of 2,118. The report says the majority of civilians was killed in 
roadside or suicide bombings carried out by the Taliban or other 
insurgents. 


BANGLADESH 


Feb. 26—After a government show of force, a 2-day mutiny by 
disgruntled border guards comes to a close. A day later, police 
find 38 bodies in a mass grave, all of the dead apparently army 
officers killed by the mutineers, who had been unhappy about 
their pay and working conditions. Nearly 150 are eventually 
reckoned dead or missing. 


CHINA 

Feb. 2—Amid a deepening global economic slowdown, the 
government reports that about 20 million of China's 130 mil- 
lion migrant workers have returned to rural from urban areas 
because they cannot find work. In December, the government 
had reported that 10 million or more migrant workers lost their 
jobs in the 3rd quarter of 2008. 

Feb. 28—China and the US wrap up 2 days of military-to-military 
talks, which are described by the US side as highly success- 
ful. The consultations may lead to higher-level military talks. 
Higher-level talks were suspended in October 2008 because of 
Chinese displeasure with a Bush administration decision to sell 
$6.5 billion in arms to Taiwan. 
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CONGO, DEMOCRATIC REPUBLIC 


Feb. 10—Rwandas foreign minister announces that his country 
and the Democratic Republic of Congo will open embassies in 
each others capitals, resuming diplomatic relations that have 
been broken since 1996. Improved relations between the 2 
countries, above all recent military cooperation in stamping out 
rebel movements that have plagued the region, provide hope for 
an end to violence that has ravaged eastern Congo, on and off, 
since 1996, 


IRAN 


Feb. 3—Iran for the 1s: time launches a satellite into orbit. 
Although the missile that launches the satellite is too small to 
carry an intercontinental warhead, the action intensifies con- 
cerns about Iran’s nuclear intentions. 


Feb. 19—The International Atomic Energy Agency (IAEA) releases 
a report saying that Iran has understated by 1/3 the amount 
of enriched uranium it possesses, and that the uranium the 
country does possess, 1f further purified, would be sufficient to 
manufacture an atom bomb. However, the IAEA has found no 
evidence that Iran is indeed further purifying the uranium. The 
IAEAs findings are based on a recent physical inspection of an 
Iranian facility. 


IRAQ 


Feb. 13—A suicide bomber kills at least 35 people, mostly women 
and children, during the annual Shiite Muslim pilgrimage to the 
holy city of Karbala. The incident is part of a recent uptick in 
sectarian violence that is raising concerns about the durability of 
the country’s security improvements. 


Feb. 27—President Obama announces that he intends to 
withdraw all US combat forces from Iraq by August 2010, 
leaving in place a residual force of 35,000 to 50,000 troops 
who themselves will be withdrawn by December 2011. The 
residual troops will advise Iraqi forces, hunt terrorists, and 
protect US personnel. 


JAPAN 


Feb. 16—The Cabinet releases data showing that GDP declined 
by 3.396 in the 4th quarter of 2008 compared to the quarter 
before. On an annualized basis, the drop would work out to 
12.7%. Japan is among several export-oriented Asian econo- 
mies that are being hit very hard by the global financial and 
economic crisis. 


KYRGYZSTAN 


Feb. 3—Kyrgyz President Kurmanbek Bakiyev announces that 
the US-operated Manas air base will be closed, pending a 
parliamentary vote. Bakiyev says Kyrgyzstan has long sought 
greater compensation from the US for use of the base but 
the US has refused. However, because Bakiyev makes his 
announcement white on a visit to Russia, a country thought to 
resent the US military presence in the republics of the former 
Soviet Union, speculation abounds that the decision to close 
the base comes because of Russian pressure and inducements. 
Closure of the base would pose problems for US military 
efforts in Afghanistan, since Manas is key to American logistics 
in that country. 
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Feb. 6—Russian Foreign Minister Sergey V. Lavrov says Moscow 
has given expedited approval to a plan that would'allow the US” 
military to ship goods to Afghanistan over Russian territory. 

Feb. 19—The Kyrgyz parliament votes to terminate the American 
léase on the Manas base and gives the US 6 months to vacate 
the facility. In public comments, US Secretary of Defense Robert 
Gates indicates that the US continues to look for ways to keep 
the base open, perhaps through making higher payments to | 


Kyrgyzstan. 


MADAGASCAR 


Feb. 3—Three days after claiming to have carried out a coup 
against President Marc Ravalomanana—a coup that has not 
actually resulted in Ravalomanana’s removal from power— 
Antananarivo Mayor Andry Rajoelina is relieved of his duties by 
the nation’s government. As mayor of Madagascar’s capital city, 
Rajoelina had contended that President Ravalomanana misap- 
propriated money and undermined democracy. 

Feb. 7—More than 20 people are killed when Rajoelina urges 
protesters to march toward government buildings and security. 
forces open fire on them. 

Feb. 21— Ravalomanana and Rajoelina meet. They do not resolve 
their differences but they release a statement saying they have 
agreed "to stop all forms of provocation." 

Feb. 27—As protests against Ravalomanana continue, the death 
toll in the ongoing unrest rises to 98. 


PAKISTAN . l 

Feb. 3—In an attack presumably carried out by Taliban-linked 
militants, an explosion destroys a key bridge in Pakistan's Khyber 
Pass, partially cutting off the flow of supplies to NATO troops in 
Afghanistan. The incident emphasizes the importance to NATO 
forces of the US-operated Manas air base in Kyrgyzstan. 

Feb. 6—Abdul Kadeer Khan, mastermind of Pakistan's nuclear 
weapons program and oyerseer of an illicit international nuclear 
network, is freed from the house arrest under which he was 
placed in 2004. Khan's release is widely seen as a tactic designed 
to shore up support for President Asif Ali Zardari, whom many 
in Pakistan perceive as too close to the US. Some in the West 
fear that Khan will now engage in the same activities that led to 
his house arrest, which included passing along nuclear informa- 
tion to countries such as North Korea. 

Feb. 12— Pakistani officials admit for the 1st time that the Mumbai 
terrorist attack of November 2008 was planned, at least partially; 
in Pakistani territory, and say that 6 suspects are in custody. 
Many speculate that the admission is a result of US pressure, 
since US special envoy Richard Holbrooke is today eee a 
visit to Pakistan. 

Feb. 16—The government announces it has accepted a cease-fire 
offer from Taliban militants in the Swat valley, a region about 100 
miles north of the capital Islamabad. The cease-fire calls for the 
government to accept the imposition of Islamic law in the region 
and for Pakistani soldiers to fight only if they are attacked. The 
government has tried and failed for more than a year to defeat 
the area's militants militarily, and acceptance of the cease-fire is 
seen by many as capitulation. The arrangement also calls into 
question the ability of NATO effectively to contain Taliban forces 
in neighboring Afghanistan, since militants enjoy safe haven in 
Pakistan and travel freely between the two countries. 

Feb. 25—Pakistan’s Supreme Court rules that opposition leader 
Nawaz Sharif may not hold elected office because of an earlier 
criminal conviction. The decision, characterized by Sharif as 
a politically motivated ruling intended to favor Zardari, risks 
touching off the same sort of political turmoil that preceded the 
resignation last year of President Pervez Musharraf. 


`” SOMALIA - 


Feb. 22—A suicide attack on a compound housing African 
Union peacekeepers from Burundi kills 11 peacekeepers and 
injures 15., 

Feb. 54 Confused fighting in the capital Mogadishu results in 
at least 15 deaths. Participating in the fighting are militants, 
peacekeepers, and forces loyal to the country’s weak transitional 
government. l l 


SUDAN 

Feb. 11—Press reports indicate that the International aN 
Court has decided to issue an arrest warrant for Sudanese : 
President Omar Hassan al-Bashir. The charges are said to 
include genocide and crimes against humanity, relating to 
Bashir's conduct of the conflict in Sudan’s western Darfur 
region. Some worry that issuing a warrant for Bashir could 
backfire by causing him to carry out reprisals against aid - 
workers, peacekeepers, or civilians. 


UNITED STATES 

Feb. 6—The Labor Department reports that the US economy 
lost 598,000 jobs in January, somewhat more than were lost in 
December. The department reports that about 3.6 million jobs 
have been lost since the US recession began in December 2007. 

Feb. 10—Treasury Secretary Timothy Geithner announces a plan, 
intended to prevent further disorder in the US banking system, 
according to which as much as $2.5 trillion would be commit- 
ted by government entities and the private sector to capital- 
ize banks and deal with their bad assets. Because of the plan's 
vagueness as to how private sector participation is to be encour- 
aged, it finds a generally chilly reception. 

Feb. 17—President Obama signs into law an economic stimulus 
package that will inject $787 billion into the economy over 2 
years through spending initiatives and tax cuts. The measure is 
the centerpiece of Obamas effort to prevent further erosion of 
the US economy. - 

Feb. 26—Already having injected $45 billion of capital into bank- 
ing giant Citigroup, the government commits to increasing , 
its equity stake in the institution to between 30% and 40%; 
depending on private sector willingness to match the govern- 
ment’ action. Citigroup, along with firms such as Bank of 
America and American International Group, is widely perceived 

_ as too big to fail. 


VENEZUELA 


Feb. 15—Voters, by a margin of 54% to 46%, approve a referen- 
dum that will allow President Hugo Chavez to run for another 
6-year term as president when his current term ends in 2013, 
and to continue running indefinitely thereafter. The outcome 
partly. overturns a defeat the president suffered in December 
2007, when voters rejected a broader package of constitutional 
changes advanced by Chavez. 


ZIMBABWE 


Feb. 11—Opposition leader Morgan Tsvangirai is sworn in as 
prime minister by President Robert Mugabe..This formally 
begins a power sharing government that the 2 men agreed ` 
to in January following a disputed March 2008 election. 
Tsvangirai by all credible accounts won that round of voting. 
but Mugabe refused to recognize the results, forcing a runoff. 
Tsvangirai withdrew from the runoff when Mugabe embarked 
on a campaign of political terror that included arresting and 
torturing his opponents. 


Migration Quick Facts 


Destinations 


In 2005 (the last year for which global data are available), percentage of emigrant stock 
from Latin America and the Caribbean who resided in a high-income country: 79.6 


Percentage of emigrant stock from sub-Saharan Africa who resided in a high-income country: 28.1 


Percentage of emigrants from low-income countries who resided in another low-income country: 35.9 


Refugees 
Refugees as a percentage of world migrants in 2005: 7.1 


Refugees as a percentage of migrants to nations 
classified by the United Nations as Least Developed Countries: 23.2 


In 2005, rank of Jordan and the West Bank and Gaza 
among the world’s top destinations for refugees: 1, 2 


“Brain Drain” 


As of 2000, percentage of Surinamese with greater than 
a high school education who had emigrated: 89.9 


Percentage of physicians trained in either Grenada or Dominica who had emigrated: 97 


As of 2005, overall percentage of Jamaicans who had emigrated: 39 


Remittances 
Average value per transaction of remittances to Mexico in September 2008: $349 
Total remittances that flowed to developing countries in 2007: $240 billion 
Remittances to Tajikistan as a percentage of the nation’s 2007 GDP: 36 
In 2006, remittances sent from the United States, the world’s top source of remittances: $42.2 billion 
Remittances sent from Saudi Arabia, the world’s number two source: $15.6 billion 
In 2005, factor by which remittances to China exceeded remittances to Mexico: 1.03 


Factor by which China’s population exceeds Mexico's: 12.1 


Corridors 
As of 2005, rank of the Mexico-United States corridor among the world’s top migration corridors: 1 


Factor by which traffic through the Mexico-US migration corridor exceeded 
traffic through the world’s second-largest migration corridor* (Bangladesh-India): 2.94 


Among the top 7 migration corridors,* number that involved either the United States or India: 5 


Among the top 28 corridors,* number that involved the United States: 12 


*excluding the former Soviet Union 


Source: The World Bank’s Migration and Remittances Factbook 2008 
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slump in exports change the way either country 
manages its economy over the long term? Will 
higher unemployment in the region translate into 
political discontent or angry nationalism? And what 
about security and stability? North Korea’s recent 
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arena. Meanwhile, Chinas emergence as a global 
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“The Obama administration needs to persuade a potentially skeptical Congress and public that 
Africa warrants investment; that the gains of the past decade should not be put at risk. . . .” 


Obama’s Africa Agenda 


JENNIFER COOKE 


he worldwide euphoria surrounding the 

election of President Barack Obama in No- 

vember 2008 is tempered today by recog- 
nition of the multiple domestic and international 
crises that the United States and the new admin- 
istration confront. Similarly, initially exuberant 
expectations of what an Obama presidency might 
mean for US-Africa relations are gradually subsid- 
ing to more realistic and pragmatic proportions. 

Even so, the new administration, despite eco- 
nomic and other constraints, has an important 
opportunity to build on the achievements of the 
past decade in US-Africa policy and to forge a for- 
ward-looking strategy toward Africa that consoli- 
dates the continent’s position in the mainstream 
of American foreign policy. In the context of the 
unfolding US and global recession and the daunt- 
ing security and diplomatic challenges emanating 
from North Korea, Iran, Iraq, and Afghanistan, 
capitalizing on this opportunity will require sus- 
tained leadership and vision. It will require strate- 
gic investments in US policy capacities and collab- 
orative approaches with African and international 
partners. It will require careful management of 
the major Africa-focused institutional legacies of 
the George W. Bush administration. 

It will also require presidential and senior-level 
leadership to make the case to a potentially in- 
ward-looking American public and Congress that 
Africa matters to the United States and that US in- 
vestments in African security, health, governance, 
and conflict resolution ultimately serve both Afri- 
can and American interests. 


JENNIFER COOKE is director of the Africa program at the Cen- 
ter for Strategic and International Studies. She is coeditor, 
with J. Stephen Morrison, of Africa Policy Beyond the Bush 
Years: Critical Choices for the Obama Administration (Cen- 
ter for Strategic and International Studies, 2009). 
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US stakes in Atrica have expanded dramatically 
during the past decade, and the big institutional 
legacies of the Bush administration—the Presi- 
dent’s Emergency Plan for AIDS Relief, the US Af- 
rica Command, the Millennium Challenge Cor- 
poration—attest to the enduring nature of these 
interests. African issues will not soon displace the 
top tier of US foreign policy priorities. Still, there 
is growing acknowledgement that in a number of 
key areas—security, energy, and health—what 
happens in Africa has a direct impact on core 
American global and strategic interests, and US 
policy makers can no longer afford to sideline the 
continent in foreign policy calculations. 

In addition, new domestic constituencies mo- 
bilized around Africa-related issues—treligious 
groups focused on health and poverty; activists and 
student groups focused on conflict and genocide; 
public health institutions; private foundations; 
and a more active corporate sector—will press for 
American engagement in Africa. US interests in Af- 
rica are likely to remain constant during Obama’s 
time in office, but the effectiveness of US policies 
will hinge on how these interests are understood 
and prioritized, how they are balanced against 
one another, and how US engagement adapts to a 
changing African and global context. 


BEYOND COUNTERTERRORISM 

Security has been a principal driver of the recent 
expansion of US interests, and within the broad 
spectrum of African security challenges, counter- 
terrorism considerations have been predominant. 
After the September 11, 2001, terrorist attacks on 
the United States, an immediate concern was that 
Somalia would become a refuge for elements of 
Al Qaeda fleeing Afghanistan. US policy makers 
worried that the vast ungoverned spaces, porous 
borders, and inadequate security capacity of Atri- 
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can states—particularly in the Horn of Africa and 
the Sahel—would offer Al Qaeda and other ter- 
rorist groups fertile ground for recruitment and 
training of new members, as well as stockpiling 
and transshipment of weapons and materiel. The 
diamond industry in Sierra Leone was seen as po- 
tentially capable of fueling international terrorist 
networks, and fears of rising Islamist extremism 
brought new—and not altogether constructive— 
attention to northern Nigeria and a number of Sa- 
helian states. 

While the worst-case predictions about Africa 
as an incubator for terror have not materialized, 
counterterrorism will remain a central concern in 
US-Africa policy calculations. The important ques- 
tions for the new administration will be how these 
concerns are defined and articulated; how well they 
are grounded in nuanced understanding of local 
political contexts; and how short-term tactics are 
balanced against long-term goals and against other 
pressing African security challenges. 

Failure to get these questions right in the Bush 
administration led to a number of costly mistakes. 
For example, badly bun- 
gled engagement in Soma- 
lia, initially aimed at root- 
ing out three high-value Al 
Qaeda suspects and their 
purported supporters, ul- 
timately contributed to a 
radicalization of elements 
within Somalia's Islamic Courts Union; to popular 
resentment of the United States for supporting an 
Ethiopian invasion and occupation; and to a hu- 
manitarian and security. situation far worse than 
the one facing Somalia and its neighboring states 
two years ago. What Somalis and many Africans 
see as a governance problem emanating from a 
failed state, the Bush administration framed as a 
terrorism issue, and failure to fully understand 
the players and dynamics on the ground led ulti- 
mately to a counterproductive approach that has 
undermined US leverage and standing. 

If there is a positive outcome from the US coun- 
terterror preoccupation of recent years, it is that 
it has opened the door to a better understanding 
of African security challenges writ large and has 
brought a number of the perceived *root causes" 
and facilitators of terrorism into greater strategic 
focus. Thus, border security, illegal trafficking of 
weapons, money laundering, marginalized popu- 
lations and alienated youth, issues surrounding 
law enforcement capacity and judicial systems, 





The great uncertainty overhanging 
US-Africa policy is what the global 
economic crisis will mean for Africa. 


and dynamics within and among religious com- 
munities have recently received far greater ana- 
lytic attention, although as yet policy responses 
have been modest. 

Likewise, piracy in the Gulf of Aden has galva- 
nized a remarkable multinational naval response, 
and growing threats in the Gulf of Guinea and 
the Indian Ocean have drawn greater attention 
to maritime security, illegal fishing, and envi- 
ronmental threats. Drug trafficking will continue 
to grow as a US security concern, particularly in 
West Africa, where states like Guinea Bissau have 
become major transit hubs for South American 
trafficking into Europe. 


SECURITY AND DIPLOMACY 

The introduction of the unified US Africa Com- 
mand (AFRICOM) in October 2008 (for more than 
two decades, the US European Command had been 
responsible for American military relations with 
most African nations) was a sign of the growing im- 
portance that the US government attaches to Afri- 
can security issues and of an expanding US security 
engagement. The ambigu- 
ity surrounding AFRICOM's 
initial mandate generated 
considerable consternation 
among Africans and among 
humanitarian and develop- 
ment organizations con- 
cerned with the “militari- 
zation” of US Africa policy. These fears have been 
somewhat allayed as the command’s leadership has 
ratcheted back its more ambitious pronouncements 
and focused increasingly on core competencies of 
military-to-military engagement, security sector 
reform, maritime safety and security, and training 
African militaries for peace operations. 

The potential promise of AFRICOM is that it 
will generate more consistent dialogue with Af- 
rican governments and greater understanding 
within the US military establishment of the di- 
versity and complexity of African security ques- 
tions. The challenge for the new administration 
will be to ensure that US engagement on security 
issues is better integrated with diplomatic and 
development priorities and that nonmilitary se- 
curity challenges receive adequate resources and 
attention. Strong State Department leadership and 
more forceful interagency planning will be critical 
to this approach. 

Resolving African conflicts will remain an en- 
during US interest. Indeed, violence and instabil- 


ity undermine virtually every other US interest 
on the continent. The humanitarian costs of war 
resonate with American citizens, who, along with 
America’s international partners, in many cases 
view US engagement as a moral obligation. And 
ultimately, the United States bears a tremendous 
cost for conflict in terms of emergency assistance, 
support for peacekeeping (the United Nations cur- 
rently operates seven peacekeeping operations in 
Africa), and post-conflict reconstruction. 

For US policy makers, choosing where, when, 
and how to engage will require detailed under- 
standing of the dynamics of individual conflicts, 
close consultation with 
partner states, and clear- 
eyed assessment of what 
the United States can or 
will commit. US policy 
makers will need to be re- 
sponsive to—but not cap- 
tives of—vocal domestic 
constituencies that press 
for action on a single is- 
sue or conflict. The coali- 
tion mobilized around the 
conflict in Sudan's Darfur 
region has kept that cri- 
sis at the forefront of the 
US-Africa conflict agen- 
da. But the very effective 
public pressure that the 
coalition has brought to 
bear on Congress and 
senior leadership in the 
executive branch has at 
times constrained op- 
tions for the hard slog of 
diplomatic action and en- 
gagement. 

Focus on Darfur has 
drawn diplomatic re- 
sources and capacities 
away from other, equally catastrophic conflicts— 
in the Democratic Republic of Congo (DRC), in 
Somalia, and even within Sudan itself, where an 
increasingly fragile peace agreement between 
Khartoum and southern Sudan threatens to un- 
ravel, with dire consequences. 


ENERGY AND HEALTH 

Energy and health are two other abiding US 
interests that will require the Obama administra- 
tion’s close attention. In the past decade, Africa 
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has emerged as an important player in global and 
US energy security. Africa's share of US oil imports 
rose from 15 percent in 2001 to 24 percent in 2008 
(19 percent from sub-Saharan Africa), and natural 
gas imports have risen nine-fold since 2000. The 
continent is one of the few oil-producing areas of 
the world that remains open to foreign investment, 
and competition for access has expanded rapidly 
in recent years with companies from China, India, 
Malaysia, and Brazil entering a market in which 
US and European firms were previously predomi- 
nant. Africa has the potential to increase oil pro- 
duction significantly over the next 20 years and 
to become a major global 
supplier of natural gas. 

At the same time, the 
major sub-Saharan pro- 
ducers—Nigeria, Angola, 
and Equatorial Guinea— 
have decidedly poor re- 
cords when it comes to 
transparency and ac- 
countability in the oil 
sector and more generally 
in governance, adherence 
to democratic norms, and 
delivery of basic services 
to impoverished popula- 
tions. Insecurity in Nige- 
rias Niger Delta, fueled 
by local grievances and 
ever more sophisticated 
criminal networks, has 
not only spilled into the 
surrounding region but 
has led to oil supply dis- 
ruptions and violence, 
with a direct impact on 
oil industry personnel 
and US oil prices. 

Despite rising US in- 
terests in Africa's energy 
sector, diplomatic engagement with energy pro- 
ducers was not a priority for the Bush administra- 
tion. High oil prices and new competitors helped 
to insulate energy-producing countries from US 
pressures for reform. Senior policy dialogues 
with Angola and Nigeria lapsed, and there was 
very little serious diplomatic engagement on gov- 
ernance and transparency in Equatorial Guinea, 
Nigeria, or Angola. Nigeria today is a country in 
policy drift, with no apparent strategy to combat 
increasing insecurity in the Niger Delta and major 
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uncertainties hanging over the country’s political 
dispensation. Angola is a rising continental pow- 
er, with enormous potential for economic growth 
and regional impact, yet most of its people still live 
on less than a dollar a day. Both of these countries 
warrant far greater senior-level attention from the 
new administration. 

The HIV/AIDS pandemic has mobilized signifi- 
cant US attention around the issue of global health 
and raised the profile of “health diplomacy” as an 
important element of US soft power and an arena 
for international cooperation. Indeed, powerful 
momentum for greater action in the late 1990s and 
early 2000s was created by a confluence of domes- 
tic and international advocacy groups, growing bi- 
partisan consensus in Congress, mounting global 
awareness of the dimensions of the pandemic, and 
alarming predictions by the US National Intelli- 
gence Council regarding the pandemic’s potential 
impact on stability and security. 

President Bush seized on this momentum to 
launch the $15 billion President’s Emergency Plan 
for AIDS Relief (PEPFAR), the largest mobilization 
of resources ever for a single disease. The program 
has not been without controversy—in its limita- 
tions in HIV prevention approaches and in the 
sustainability and impact of a largely treatment- 
focused single-disease effort. But it has generally 
won well-deserved acclaim for providing life-pro- 
longing antiretroviral therapy to low-income peo- 
ple (mostly in Africa) who, eight years ago, had 
little hope for survival. 

As PEPFAR has progressed, it has broadened 
awareness of the many other health challenges 
that African populations confront and has under- 
scored the fundamental weaknesses of African 
health systems—the challenge of training and re- 
taining skilled health personnel, gaps in disease 
surveillance and data collection, and the lack of 
service delivery networks and coherent national 
health policies. It has highlighted the potential 
direct threat to the United States from emerging 
infectious diseases, such as avian influenza and 
drug-resistant tuberculosis. And it has also drawn 
greater attention to the broader issues in which 
African challenges are embedded—water and 
sanitation, food security and nutrition, gender in- 
equities, and governance failures. 


THE GOVERNANCE CHALLENGE 

Every US interest in Africa will be best served 
by partnerships with capable, accountable gov- 
ernments. The past decade has seen mixed prog- 


ress in this regard. The 2002 launch of the African 
Union (AU), with its call for responsible govern- 
ment, represented a promising shift from its pre- 
decessor, the Organization of African Unity. But 
African leadership was largely silent on Robert 
Mugabe’s systematic destruction of Zimbabwe's 
political and economic viability, and in the face of 
Nigeria’s 2007 election shambles (though the AU 
was not alone in that instance). 

A few encouraging instances of fully demo- 
cratic and stable transfers of power can be found 
around the continent—Ghana is one example. 
Nevertheless, recent election crises and coups in 
Kenya, Nigeria, Mauritania, Guinea, and Mada- 
gascar offer troubling indications that norms and 
aspirations for good governance envisioned at the 
launch of the AU have not gained broad traction. 
It is increasingly clear that the democratic gains 
in Africa over the past 15 years remain fragile and 
are not immune to serious reversals. 

Further, with Nigerian leadership adrift, South 
Africa facing its own domestic turbulence, Kenya 
still fragile after an election crisis in 2007, and An- 
gola not yet willing to play a larger regional role, 
there are at present no obvious continental lead- 
ers who will press the AU's democracy and gov- 
ernance agenda or take on the role of interlocu- 
tor for continental concerns. Newly appointed AU 
chair Muammar el-Qaddafi is unlikely to take up 
this role and more likely will focus on consolidat- 
ing his own influence and stature on the global 
stage. 

The Millennium Challenge Corporation (MCC), 
a major legacy of the Bush administration, repre- 
sents a promising, innovative approach to incen- 
tivizing good governance. Established in 2003, 
the organization provides large “compact” grants 
to low-income countries that have met a series of 
criteria in relation to political freedoms, sound 
economic management, and investment in social 
services like health and education. Two thirds of 
the MCC compacts signed to date have been in Af- 
rica. In addition, smaller MCC “threshold” com- 
pacts are designed to help countries meet the full 
compact criteria. But even as the MCC reaches a 
small number of well-performing countries, most 
African nations continue to fall well below the re- 
quired standards. 

Outside of the MCC, as Africa scholar Joel Bar- 
kan has pointed out, US funding for democracy 
and governance during the Bush administration 
was increasingly concentrated in just a few post- 
conflict states, with far less attention to consoli- 


dating gains in the continent’s many fragile or 
aspiring democracies. (Sixty percent of the US 
Agency for International Development's 2007 sup- 
port for “Democracy and Governance” programs 
in Africa went to Sudan, Liberia, Sierra Leone, the 
DRC, and Somalia.) 

The new administration will need to repriori- 
tize good governance and democracy building in 
Africa—in its diplomatic rhetoric and in its sup- 
port for civil society and institutional capacity. 
And it must not shrink away, even when it comes 
to important “anchor” states or strategic partners, 
from difficult discussions about corruption, ac- 
countability, and constitutionality. 


RESPONDING TO CRISES 


The great uncertainty overhanging US-Africa 
policy is what the global economic crisis will mean 
for Africa and what it will mean for resources and 
attention directed toward the continent. Africa 
was largely insulated from the immediate effects 
of the global financial meltdown (one of the few 
benefits of marginalization from the global bank- 
ing system), but countries 
and citizens are already 
feeling the impact of de- 
clining foreign direct in- 
vestment and remittances, 
and will likely face reduc- 
tions in foreign assistance 
flows as well. 

On the US side, uncertainty surrounds how Af- 
rican issues will fare in competition with Ameri- 
can domestic and foreign policy priorities. Scarce 
resources and diplomatic constraints may rein- 
force natural US tendencies toward crisis-driven 
policy responses. And the new administration 
faces a number of pressing crises in Africa that 
will demand priority attention. 

A top priority for the new Africa team will be 
Sudan, and in particular Darfur. A strong public 
coalition has emerged that is focused on allega- 
tions of genocide in Darfur; this was the only Af- 
rica issue that received any real play during the 
2008 presidential election campaign. The expul- 
sion and suppression of humanitarian aid agen- 
cies in March 2009 following the International 
Criminal Court's indictment of President Omar 
Hassan al-Bashir adds urgency to the matter. And 
indeed many senior officials in the Obama admin- 
istration have previously staked out bold propos- 
als for US intervention in Sudan: among them, im- 
position of a no-fly zone, holding out the threat of 
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air strikes against Sudanese military assets, and a 
naval blockade of Port Sudan. 

While none of these options seems likely in the 
near term, the administration is undertaking an 
urgent review of Sudan strategy. The appointment 
of Major General J. Scott Gration as special en- 
voy to Sudan (even before the Assistant Secretary 
of State for African Affairs was in place) attests 
to the importance attached to Darfur. Gration's 
muted overtures to Khartoum in his first official 
visit in early April may signal a strategy centered 
on greater dialogue and engagement, although 
pressure for ever stronger punitive measures will 
persist. Reaching a negotiated settlement in Dar- 
fur and pushing for full implementation of the 
north-south peace agreement will require work- 
ing through the Khartoum government. How to 
do that with an indicted war criminal at the helm 
of the regime presents a thorny challenge with 
which the new administration will need to come 
to terms. 

Somalia, too, is at a pivotal point, as the newly 
elected president of the transitional federal gov- 
ernment, Sheikh Sharif 
Sheikh Ahmed, seeks to 
broaden his base, reach 
out to former elements of 
the Islamic Courts Union, 
and marginalize violent 
spoilers. The United States 
will need to tread careful- 
ly, seeking opportunities to support the renewed 
peace process while avoiding micromanagement 
and ham-handed interventions. The Obama ad- 
ministration will need to resist the temptation to 
fall back on short-term security tactics, and in- 
stead undertake the more difficult task of promot- 
ing sustainable peace and supporting legitimate 
and inclusive governing institutions. 

Crises in Zimbabwe and the DRC also require 
sustained diplomatic focus. The power sharing 
agreement between Mugabe's ruling party and 
the opposition Movement for Democratic Change 
led by Morgan Tsvangirai has yet to prove its 
viability and remains deeply vulnerable to ma- 
nipulation by Mugabe's security cabal. External 
assistance to revive the moribund Zimbabwean 
economy will need to be carefully timed and 
directed to avoid strengthening Mugabe's hand. 
Meanwhile, the DRC remains at risk of recur- 
ring spasms of horrific killings of the sort that 
occurred in August 2008. Persistent diplomatic 
pressure must be applied on the leaders of both 
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the DRC and Rwanda to make sure they fulfill 
previous commitments and find a constructive 
way forward in bringing an end to the violence 
in eastern Congo. 

These will be the most pressing crises con- 
fronting the new administration, but not the only 
areas that require robust diplomatic engagement. 
Kenya’s power sharing government remains tenu- 
ous. Nigeria confronts multiple challenges and 
may face a succession battle in coming years, 
given the ill health of President Umaru Yar'Adua. 
Madagascar's political situation is precarious. US 
strategic alliances with quasi-autocratic regimes 
will require review. And the regional powerhous- 
es of Angola and South Africa warrant redoubling 
of diplomatic outreach. 


MANAGING THE BUSH LEGACY 

The Obama administration has inherited ma- 
jor institutional legacies from the Bush years— 
the PEPFAR initiative, the MCC, and AFRICOM— 
and it succeeds an administration that trebled the 
amount of foreign assistance directed toward Af- 
rica. Managing, refining, and 
sustaining these institutions 
and investments will require 
strong White House backing, 
particularly at a time when 
congressional appropria- 
tors will be looking for easy 
spending cuts. 

Given the current econom- 
ic climate, candidate Obama’s campaign pledge to 
double annual investment in foreign assistance 
to $50 billion by 2012 may be delayed. The push 
for a major restructuring of US foreign aid—to in- 
tegrate PEPFAR, the MCC, and funding programs 
under the Agency for International Development 
within an overarching development framework— 
is still being debated within the administration. 
(Proponents argue that such restructuring could 
lead to greater efficiency and rationalization of 
resources. Others worry it could become a cum- 
bersome, costly, and protracted bureaucratic re- 
shuffle that distracts attention from high-priority 
development tasks.) 

Within the development community, there 
are in some quarters calls to rebalance massive 
US investments in health with other develop- 
ment priorities (education, water, agriculture), 
and within health to ensure adequate coverage 
for largely neglected areas such as maternal and 
reproductive health, health systems, and a grow- 
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ing burden of chronic disease. A global food cri- 
sis last year brought much-needed attention to 
Africa’s agricultural sector; an effective policy 
could reduce food insecurity and malnutrition 
while generating employment for the continent’s 
growing youth population. 

But this would require a comprehensive ap- 
proach that tackles, among other things, trade ca- 
pacity and trade barriers, market access for small- 
holder farmers, technology transfers, inputs to 
improve productivity, research and development, 
and climate change adaptation. The United States 
has particular strengths and assets in these areas, 
and African agriculture is a promising develop- 
ment arena in which the Obama administration 
could have a signature impact. 

AFRICOM, still in its first year, will face con- 
tinued pressure to demonstrate the value that it 
adds and to assuage fears that it will overreach 
into development and humanitarian areas or be- 
come the most visible aspect of the American 
presence in Africa. The new command has be- 
come the vessel in which larger debates—about 
the US military’s role, its 
integration within broader 
US policy, and its influence 
relative to civilian-led agen- 
cies—are played out. Resolv- 
ing these issues will require 
White House leadership, 
State Department input, and 
a Congress convinced of the 
need to invest more heavily in civilian agency 
initiatives. 


OPPORTUNITIES AHEAD 


Obama's accession to the presidency was greet- 
ed with enormous enthusiasm and goodwill in 
Africa, where, despite the Bush administration's 
invasion of Iraq and the horrors of Abu Ghraib 
and Guantánamo, opinion toward the United 
States remained more positive than in any other 
region of the world. The fact of Obama's election 
as the United States' first mixed-race president 
has burnished for many Africans the credibility of 
the US democratic model. This leaves Obama with 
considerable persuasive power and standing, and 
adds to America's soft power on the continent. 

At the same time, new US constituencies on Af- 
rica and rising awareness of America's interests 
and challenges on the continent will sustain a 
support base for greater US action. So far, Africa 
policy issues have been relatively free from par- 


tisan rancor, and a growing range of US agencies 
now has a stake in the continent. Several senior 
officials in the Obama administration have long 
histories and respected credentials in the Africa 
policy arena. And the new administration has a 
strong inheritance from the Bush administration 
on which it can build. 

A first priority should be to invest in strength- 
ening leadership and capacity within the State 
Department’s Africa bureau. Despite expanding 
US interests and increasingly complex US engage- 
ment in Africa, the past two decades have seen 
a steady hollowing of diplomatic capacity in the 
Africa bureau. Reinvesting in the bureau's lead- 
ership, voice, competence, and capacity is an im- 
portant condition for an effective Africa policy. 
Strong State Department leadership and adequate, 
competent personnel will be critical in respond- 
ing to and preempting costly African conflicts; in 
managing the multiple strands of US engagement 
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on the continent; and in integrating new institu- 
tional structures and perspectives within a coher- 
ent and forward-looking framework. 

In a time of potential resource constraints, such 
capacity will be even more important in order to 
harness US governmental assets efficiently; to sys- 
tematically reach out to donors from Europe and 
elsewhere to ensure efficiency and coordination of 
assistance and build common ground in dealing 
with complex diplomatic challenges; and to better 
leverage the energies and commitments of key Afri- 
can governments and regional bodies in governance, 
health and development, and conflict mediation. 

The Obama administration needs to persuade 
a potentially skeptical Congress and public that 
Africa warrants investment; that the gains of the 
past decade should not be put at risk; and that 
sustained, strategic investments in diplomacy, de- 
velopment, and security in time will redound to 
American as well as African interests. m 


“It would be foolhardy to believe . 
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. that a deal between Kigali and Kinshasa will 
bring an end to: ‘battles for power in a North Kivu province.” 





In Congo’s Conflict, a Surprising Twist 
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liances occurred in the eastern region of the 

Democratic Republic of Congo, a shift that 
could have a far-reaching impact on the conflict 
there. The Rwandan government arrested Congo- 
lese rebel General Laurent Nkunda, whom it had 
previously supported, and ordered his command- 
ers to begin integrating their soldiers into Congo's 
army. In return, the Congolese government al- 
lowed Rwandan troops into the country to carry 
out joint operations with its own army against the 
Democratic Forces for the Liberation of Rwanda 
(FDLR), a group of Rwandan rebels who had previ- 
ously been allied with Kinshasa. 

These developments surprised many. Regional 
analysts (including this one) were left with mouths 
agape as the Congolese government invited its for- 
mer archenemy to deploy thousands of troops to 
Congo’s Kivus region. Although the joint opera- 
tions, which officially came to an end in February, 
did not deliver a fatal blow to the FDLR, they did 
significantly weaken General Nkunda’s militia. 
They have also produced the seeds of a new politi- 
cal coalition in the eastern Congolese province of 
North Kivu, on the border with Rwanda. 

This new collaboration, however, has its lim- 
its. The old enmity and mistrust between the two 
countries will not disappear overnight. And the 
military operations have not dealt with the root 
causes of conflict in North Kivu. The province has 
been in turmoil for more than 15 years, and the 
Congolese government has not addressed under- 
lying issues of land tenure and ethnic resentment. 
Moreover, Nkunda’s Congress for the Defense of 
the People (CNDP) was not just a self-defense force 
for the Tutsi community. It was also a means for 
marginalized politicians and businessmen to pro- 
mote their interests. It remains to be seen whether 
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the reconfiguration of power in the region will be 
able to accommodate or suppress these interests. 


CITIZENSHIP AND LAND 

To evaluate the realignment and its potential 
benefits and risks, we need to revisit the history 
of the conflict in eastern Congo. The roots of vio- 
lence in the Kivus region are complex, with many 
narrative strands. Two of these strands have to do 
with communities and elites. 

Nkunda used to insist to anyone who would lis- 
ten that his rebellion was not about him. "If you 
kill me, there will just be another Nkunda who 
will spring up,” he told me once. 

To an extent, Nkunda had a point. The roots 
of North Kivu’s violence, as he would tirelessly 
repeat, had not been addressed by a peace deal 
signed by all major belligerents in 2002. Bring- 
ing an end to violence in the province required 
more than just satisfying the demands of the rebel 
groups. The province had suffered upheaval since 
1993, long before these groups existed; the peace 
deal had not dealt with this history. 

Initially, the conflict revolved around citizen- 
ship and land tenure involving the descendants 
of Rwandan immigrants in North Kivu's Masisi 
and Walikale territories. Between 1937 and 1960, 
Belgian colonialists had brought about 175,000 
Rwandans from both Hutu and Tutsi communi- 
ties to work on their ranches and plantations in 
these territories. Unrest in Rwanda around inde- 
pendence prompted a further 100,000 Rwandan 
Tutsis between 1959 and 1964 to flee to Congo, 
where they were settled initially by the United 
Nations but eventually integrated into local com- 
munities. This new group of refugees was more 
affluent than previous Rwandan immigrants, and 
came to play an important role in North Kivu's 
political elite. Although estimates vary, by 1990 
over half a million descendants of Rwandan im- 
migrants lived in the province. 


The newcomers constituted a strong lobby that 
had considerable influence over Mobutu Sese 
Seko, the longtime dictator of Zaire (Congo’s name 
from 1971 to 1997). Mobutu for his part found the 
Rwandan expatriates to be useful allies. From 
1969 to 1977, Barthelemy Bisengimana, a Rwan- 
dan immigrant and the president's influential 
chief of staff, played an important role in promot- 
ing his community’s interests. Mobutu adopted a 
law in 1971 that granted blanket citizenship to all 
Rwandans (and Burundians) who had been in the 
Congo since 1960. 

Perhaps most important, when Mobutu expro- 
priated all foreign businesses in 1973, it was the 
Tutsi elite that benefited in North Kivu. In Masisi, 
90 percent of all large plantations—almost half of 
all the land—came to be owned by these immi- 
grants. In the neighboring Walikale territory, one 
businessman alone, Rwakabuba Shinga, bought 
230,000 hectares of land, on which a third of the 
population lived. 

The ascendance of Rwandan immigrants and 
their offspring helps explain the virulent backlash 
against them. Mobutu, a dili- 
gent student of Machiavelli, 
had mastered the art of divide- 
and-rule politics. In 1981, he 
reversed the 1971 citizenship 
law, decreeing that citizenship 
could only be obtained upon 
individual application and 
was only available to those who could trace their 
Congolese ancestry to 1885. In theory, this not 
only stripped most Rwandan descendants of their 
citizenship but also expropriated much of their 
property, since only Congolese could own large 
concessions. The new law in fact was never fully 
implemented, but for the “immigrant” Tutsis and 
Hutus, the legal back-and-forth underlined how 
tenuous their status was in Congolese society. 

It was Mobutu’s weakening grip on power and 
the advent of multiparty democracy that put the 
match to the powder keg in North Kivu. In 1990, 
with the end of the cold war, the autocrat declared 
an end to 25 years of one-party rule and an- 
nounced elections. The parties that sprang up in 
North Kivu were mostly ethnic in nature. Many of 
them were bent on disqualifying the descendants 
of immigrants from taking part in the new demo- 
cratic dispensation. In 1993, tensions between the 
region’s communities came to a head, leading to 
clashes that quickly spread across the contentious 
highland area, killing over 7,000. 


Officials close to the Rwandan 
government had controlled 
North Kivu since 1996. 
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The 1994 genocide in Rwanda added fuel to the 
flames as a million Hutus streamed across the bor- 
der into Zaire, including the remnants of the army 
and militia that had carried out the massacres. 
They quickly struck up an alliance with Congo- 
lese Hutu militias and drove most Tutsi Congolese 
from their farms and ranches. More than 100,000 
Tutsis sought refuge in Rwanda. Many Congolese 
Tutsi youths—including Nkunda—joined the 
ranks of the new, Tutsi-dominated Rwandan army 
and then participated in the Rwanda-led invasion 
of Congo that in 1997 toppled Mobutu and in- 
stalled in power Laurent Kabila. 

Rwanda’s involvement in Mobutu's fall 
made the Tutsi community, a small minority 
in North Kivu, into a dominant force in pro- 
vincial politics. Tutsis were named as gover- 
nor, heads of security services, and even cus- 
tomary chiefs, which were usually hereditary 
positions. Nonetheless, the violence in the in- 
terior continued, especially when Kabila fell 
out with his Rwandan allies. In 1998 Rwanda 
launched a second rebellion, the Congolese 
Rally for Democracy (RCD), 
with its headquarters in 
Goma, the provincial capi- 
tal on the northern shore 
of Lake Kivu, next to the 
Rwandan city of Gisenyi. 
North Kivu remained the 
theater for a proxy war that 
pitted Kabila, who backed the FDLR and an ar- 
ray of Congolese local militia, against Rwanda 
and its RCD allies. 

It is difficult to exaggerate the role that fear 
and indignation play within the Tutsi commu- 
nity, given its minority status and history of 
discrimination. Every Tutsi has'a story of per- 
secution; many have lost family members in the 
conflict in Congo or, before that, the genocide 
in Rwanda. And anti-Tutsi sentiment is a deep- 
rooted feature of Congolese politics. Even during 
the recent fighting, television talk show hosts in 
Kinshasa talked about "beating out the snakes 
that have snuck into our house.” This hatred 
became all the more pronounced as Tutsis took 
lead roles in the successive Congo rebellions in 
1996 and 1998 that were marked by corruption 
and ruthless brutality. 

However, the ideology of self-defense has of- 
ten provided a convenient rallying cry for Tutsi 
politicians and commanders to promote their 
own interests. 
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POWER AND RESOURCES 

In 2008, I was a member of a United Nations 
panel investigating support of Congolese rebel 
groups. In the course of our mandate, we inter- 
viewed dozens of former CNDP and FDLR combat- 
ants, as well as many government officials, busi- 
nessmen, and military commanders in the region. 
It became very clear that when Nkunda insisted 
he was only protecting his community, he was be- 
ing disingenuous. 

In 2003, as the various rebel groups across the 
country joined a transitional government in Kin- 
shasa under the terms of the comprehensive peace 
agreement reached in 2002, Nkunda refused to 
join the new national army. The reason was not 
defense of his community. Rather, RCD and Rwan- 
dan leaders had contacted him and told him and 
several other RCD commanders not to join. “They 
wanted to have a reserve force in North Kivu 
in case the transition didn’t go in their favor,” a 
former high-ranking CNDP leader told me. “The 
Rwandans were worried that they would lose in- 
fluence in the Congo if the RCD was emasculated 
and co-opted in the transi- 
tional government.” 

Together with several dis- 
contented RCD politicians, 
Nkunda formed a group 
called Synergie pour la paix 
et l'harmonie (Synergy for 
Peace and Harmony). To 
my amusement, one former 
leader told me that the Rwandans had even given 
them books on management, so they could avoid 
the corruption and favoritism that characterized 
the RCD. Rwanda allowed Nkunda to recruit in 
Congolese refugee camps in Rwanda and, when 
he launched an attack on the newly formed na- 
tional army in May 2004, Rwandan troops pro- 
vided logistical support. A former CNDP colonel, 
a Tutsi from North Kivu, told me: “Orders and 
advice came from Rwanda, and when Nkunda 
fell sick in 2004, he was looked after in Rwandan 
military hospitals.” 

The creation of Synergie and later the CNDP 
must be seen in the political and economic con- 
text of the province. Officials close to the Rwan- 
dan government had controlled North Kivu since 
the beginning of the Congo war in 1996. As ev- 
erywhere in Congo, political power went hand in 
hand with business, as officials cultivated links 
with entrepreneurs in far-reaching patronage net- 
works. In exchange for tax exemptions and prefer- 
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ential treatment, businessmen provided loans and 
bribes to the RCD and the Rwandan government, 
as well as to individual officials on both sides of 
the border. Some of the businesses that emerged 
in Goma appeared to be fronts for Rwandan com- 
panies, though their real owners were disguised 
behind a thick veil of middlemen and paperwork. 
From 1996 to 2003, this symbiosis among Rwan- 
da, its rebel proxies, and local business persisted. 

The 2003 transitional government jeopardized 
this state of affairs, as President Kabila tried to 
establish administrative control over the prov- 
ince. Nkunda’s emergence thus was tightly linked 
to an effort to preserve the Rwandan-controlled 
networks. At stake was cross-border trade at the 
Goma crossing that was officially worth around 
$70 million annually. Given a steady stream of 
smuggled goods, the real value was probably at 
least twice as high. One study found that 60 per- 
cent of Congo’s tin exports were smuggled across 
the border, with no state taxes paid. 

Two factors led to an escalation of tensions and 
eventually a resumption of war. First, in 2005, Kin- 
shasa tried to drive a wedge 
in the Hutu-Tutsi alliance ' 
that had cemented Nkunda’s 
control of the area around 
Goma. Kinshasa co-opted 
the former Hutu governor of 
the province, Eugene Seru- 
fuli, who persuaded many 
of the CNDP’s Hutu troops (a 
majority of the group’s footsoldiers) to defect. In 
order to prop up Nkunda, Rwanda allowed him to 
recruit demobilized troops from its army as well 
as regular Rwandan civilians. 

The second factor was national and provincial 
voting that took place in 2006. At the provincial 
level, the elections produced a victory for parties 
allied with President Kabila and Mbusa Nyam- 
wisi, a former rebel leader from Beni, a trade hub 
to the north of Goma. Given the demographics of 
the province, a majority of the officials elected in 
North Kivu came from Nyamwisi’s Nande com- 
munity, which makes up over half of the prov- 
ince’s population. For the first time in a decade, 
administrative control of the province was not in 
the hands of Hutus and Tutsis close to Rwanda. 

The conflict in North Kivu has never just been 
about communal fears and hatreds. The struggles 
in the province are rooted in histories of greed 
as well as grievance, histories that have unfolded 
around a deeply weak state to which parasitic in- 


terest groups have attached themselves. This ex- 
perience, combined with conflict in Rwanda and 
between Rwanda and Congo, has fanned the vio- 
lence in the province. 


A PRAGMATIC TURN 

Starting in mid-2006, tensions between the 
CNDP and the Congolese national army degener- 
ated into full-fledged fighting. Peace deals were 
brokered in January 2007 and January 2008, but 
they collapsed as both sides seemed intent on solv- 
ing their differences militarily. This reluctance to 
negotiate was particularly strong on Kabila’s side. 
He had won the 2006 elections on the promise of 
stability and was sensitive to accusations that he 
himself was actually Rwandan. 

Determined not to appear weak or pro- 
Rwandan, Kabila sent thousands of troops to 
the east. His military commanders, who were 
reportedly embezzling millions of dollars from 
operational funds, continually promised that 
they would put down the rebellion. Their army, 
however, was disorganized and ill-trained and 
it suffered from low morale. This led command- 
ers to strike up opportunistic alliances with the 
FDLR (the Rwandan rebels), which of course 
further incensed both Rwanda and Nkunda. 

In October 2008 Nkunda’s forces, backed by the 
Rwandan army, launched an all-out offensive that 
took them to the gates of Goma. They trounced 
the Congolese army, which was supported by UN 
peacekeepers, and chased the army garrison out 
of Goma. 

The offensive produced panic in Kinshasa. Poli- 
ticians in the capital, a thousand kilometers to the 
west, had a tendency not to deal with violence in 
the Kivus with the urgency it required. But this 
time Kabila realized that to lose Goma would deal 
him a potentially devastating blow. He sent envoys 
to Kigali to negotiate with President Paul Kagame 
and a flurry of diplomatic activity followed, as 
delegations flew back and forth between the two 
capitals. In mid-January 2009, Kabila announced 
that he had invited Rwandan intelligence officers 
and their bodyguards to participate in operations 
against the FDLR. In return, Rwanda had prom- 
ised to clamp down on Nkunda’s rebellion. 

The operation involved more than just a few 
Rwandan intelligence officers. Between 4,000 and 
6,000 Rwandan troops entered the country with 
artillery and trucks. They moved in tight forma- 
tions along forest paths, avoiding main thorough- 
fares and urban centers. Their first priority was 
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not to attack the FDLR but to subdue the CNDP. 
Although the Rwandan government intended the 
incursion to deflect criticism over its support of 
Nkunda, the campaign ended up demonstrating 
the.extent to which Rwanda controlled the rebel- 
lion. Shortly before the Rwandan army's entry, 
Rwandan army chief General James Kabarebe had 
orchestrated a coup within the rebellion, replac- 
ing Nkunda with his chief of staff, General Bosco 
Taganda. When some commanders close to Nkun- 
da protested, General Kabarebe invited CNDP lead- 
ers to Rwanda to brief them: *Back Bosco or face 
the consequences" was the message, according to 
a commander who attended the meeting. 

Not surprisingly, the commanders toed the line. 
Nkunda was soon on the run, frantically calling 
journalists and international mediators, protest- 
ing that he had been betrayed by Kigali. Finally, 
he went to a meeting with Kabarebe in Rwanda 
and was promptly arrested. As if there were any 
doubt remaining about who called the shots, Gen- 
eral Taganda held a press conference in Goma 
and, with General Kabarebe sitting behind him, 
confirmed his control of the CNDP. 

Nkunda’s arrest was intended to provide Pres- 
ident Kabila with the necessary political capital 
to allow Rwandan troops to carry out the second 
part of the deal: hunting down the FDLR. Surpris- 
ingly, instead of immediately striking at the FDLR 
high command, the Rwandan troops moved in- 
crementally, pushing the FDLR forces back from 
their border westward rather than carrying out 
surgical strikes on their leaders. The Hutu rebels 
put up little resistance, instead fleeing into the 
jungle to the west and south while sending their 
families home so they would not be caught in the 
crossfire. 

The following month of military operations 
provided Rwanda with some symbolic victories 
but did not fundamentally weaken the FDLR. 
Around 650 FDLR soldiers, or about 10 percent 
of the rebel group's troops, escaped from its con- 
trol and returned to Rwanda. Some 3,000 Rwan- 
dan civilians—FDLR family members and Rwan- 
dan refugees—accompanied them. According to 
Congolese army reports, the joint force from the 
Rwandan and Congolese national armies killed a 
further 180 FDLR soldiers. After five weeks of op- 
erations, the Rwandan army returned home. 

At the same time, tentative moves were made 
to reconfigure political power in the province. 
The government appointed a new Tutsi provin- 
cial minister and integrated former CNDP cadres 
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into the local administration. Serufuli, the former 
North Kivu governor, returned to the province 
from Kinshasa to mobilize traditional chiefs to 
back the operations against the FDLR. He also per- 
suaded soldiers from Congolese Hutu militias to 
join the national army. 


BEHIND THE RAPPROCHEMENT 

Despite the astonishment it provoked in many 
observers, the deal with Kigali was an obvious 
move for President Kabila. Militarily, he was on 
the ropes. During three years of fighting with 
the CNDP, his army had failed to score a single 
major victory. The Congolese government had 
entered into two separate peace processes with 
the CNDP, accompanied by countless cease-fires. 
But the government refused to deal with Nkunda 
politically, out of fear that this could expose its 
own weakness and bolster the rebel’s legitimacy. 
In the meantime, Nkunda's own demands steadi- 
ly grew. It also became clear that there were few 
security guarantees he would accept, given his 
fear of arrest for war crimes that his soldiers had 
committed. 

The political context of 
the moment was also an im- 
portant factor in the Congo- 
Rwanda deal. Nkunda's of- 
fensive took place as Kabila 
was preparing for local and 
eventually national elec- 
tions. The local elections, originally scheduled for 
2008, have been postponed indefinitely; but when 
they are held, they will constitute a tough test of 
Kabilas popularity, which has sunk because of 
his failure to live up to promises of development 
and because of the violence in the east. And while 
national elections are not due until 2011, election 
fever had already gripped the president's advisers 
at the time the deal was struck. Kabila's 2006 elec- 
toral slogan was, "The bearer of eggs doesn't quar- 
rel and doesn't fight,” an allusion to his success 
at presiding over a fragile transitional government 
while pacifying the country. He will be made to 
revisit this claim during the 2011 campaign and 
will want to have something to show for himself. 
Already, his opponents have contended that “the 
bearer of eggs has made a huge omelet.” 

The escalation of violence in 2008 occurred 
amid a deepening fiscal crisis as well, adding to the 
president’s worries. Plummeting commodity prices 
are expected to reduce state revenues by 30 percent 
to 50 percent as prices for oil, diamonds, tin, cop- 


The government has not addressed 
underlying issues of land tenure 
and ethnic resentment. 


per, and cobalt have all dropped precipitously dur- 
ing the global economic downturn. Congo’s gov- 
ernment had recently spent tens if not hundreds of 
millions of dollars buying weapons, flying troops 
and equipment, and paying for logistics for oper- 
ations in the east. This year it faced unrest from 
unpaid civil servants and soldiers. Kabila could no 
longer afford to continue the offensive. 

On the other side of the battle lines, Kinshasa's 
weakness offered an opportunity for Kigali. Presi- 
dent Kagame had been asking for years to be al- 
lowed into Congo to finish off the FDLR once and 
for all. While the militia no longer constitutes a 
strategic threat to the government, its existence 
has a strong symbolic value in Rwanda's political 
discourse, in which the aftershocks of the geno- 
cide are still strongly felt. All Rwandan politicians 
set their moral compass with reference to the 
genocide. Debates in parliament and in the me- 
dia center around eradicating remaining genocide 
ideology, how to provide justice for the victims of 
the genocide, and accusations of French involve- 
ment in it. In this climate, the FDLR represents 
an heir to the genocidaires, 
even if most of the group's 
soldiers did not participate 
in the pogroms. 

At the same time, the 
deal allowed the Rwandan 
government to defuse al- 
legations that it was foster- 
ing insecurity in Congo. Kagame had come under 
increasing pressure from international diplomats 
and nongovernmental organizations because of 
his clandestine support for Nkunda. A New York 
Times article published in early December 2008 
quoted several high-ranking sources from within 
the Rwandan government providing details about 
systematic support for the CNDP. Several days later, 
our UN Group of Experts on the Congo published 
a lengthy report providing evidence of Rwanda's 
sending troops and equipment to help Nkunda, as 
well as allowing the CNDP to use Rwanda as a rear 
base for operations. Citing the report, the Dutch 
and Swedish governments announced that they 
would cut direct budgetary aid to Rwanda. Other 
governments made it clear in private that they 
might follow suit if Rwanda did not cut Nkunda 
loose. Rwanda depends on foreign assistance for 
almost half of its budget and could not afford to 
antagonize its partners. 

Just as important were the implications of these 
reports for Rwanda's capacity to attract private in- 


vestors. President Kagame has spent much of the 
time since he was elected traveling around the 
world, visiting chambers of commerce, and trying 
to attract investors. He has: declared that Rwanda 
could become the Singapore of Central Africa, a 
regional trade and service hub with a business- 
friendly environment. This project relies on the 
country's. progressive policies, but also on the 
sympathy that many philanthropists have shown 
because of the genocide—Bill Gates, Bill Clinton, 
Rick Warren, and Tony Blair have all invested gen- 
erously in social, health, and infrastructure pro- 
grams in Rwanda. Bad publicity could hamstring 
Kagame's economic vision for the country. 


AN UNCERTAIN OUTCOME 

Many diplomats cheered Congo’s and Rwanda’s 
joint operations. The American ambassador to 
Kinshasa congratulated the two countries, as did 
the British army’s chief of staff during a visit to 
Kigali. And the conflict in the east does seem at 
a turning point. The CNDP has been decapitated, 
and more than 3,500 of its soldiers have been in- 
tegrated into the national army in such a way that 
their command and control seems to have been 
broken up. As a senior intelligence official with 
the UN Mission in the Democratic Republic of 
Congo told me: “It will be difficult for someone to 
snap their fingers and to have all of them go back 
to the bush.” 

The FDLR is now disorganized, and it is still 
. possible the Rwandans will succeed in their ef- 
forts to provoke the desertion and repatriation 
of large numbers of combat soldiers. Above all, 
Kigali and Kinshasa have established a signifi- 
cant détente, which could-help solidify peace in 
eastern Congo. Each government has announced 
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plans to reopen an embassy in the other country, 
and praise has replaced biting criticism in the two 
countries’ public statements about the other. 

There should be no illusion, however, that the 
conflict is over. The FDLR remains intact, and it 
still has more than 5,000 troops. The joint op- 
erations have destabilized the rebels, and have 
deprived them of some of the revenue they re- 
lied on to buy weapons and feed their troops. But 
this has triggered a spate of retaliatory attacks 
against the local population; at least 100 civil- 
ians have been killed since January. 

And as we have seen, the conflict in North 
Kivu is about much more than the FDLR and the 
CNDP. In eastern Congo, ethnicity, business inter- 
ests, and political power are woven together like 
strands on a triple helix. Violence has deep roots 
in local, national, and regional history. Struggles 
for power among regional strongmen, entrepre- 
neurs, and ethnic communities have in the past 
been bloody; it remains to be seen whether the 
emerging balance of power will be more peace- 
ful. Land conflicts and ethnic resentments persist, 
and the government has not undertaken any ini- 
tiatives to lessen these tensions. And in Rwanda 
there are still at least 40,000 Congolese Tutsi refu- 
gees who desperately want to return home. 

For now, Rwanda and Congo appear to be 
playing less antagonistic roles than they have 
in the past. There are indications that Serufuli 
and former CNDP cadres will attain greater in- 
fluence within Congo’s government and secu- 
rity services. But it would be foolhardy to be- 
lieve, as some diplomats and politicians in the 
region seem to, that a deal between Kigali and 
Kinshasa will bring an end to battles for power 
in North Kivu province. E 
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Sudan: A State on the Brink? 


JOHN PRENDERGAST AND COLIN THOMAS-JENSEN 


rom 35,000 feet, the status quo in Sudan 

is an unmitigated disaster that only seems 

to be getting worse. In Darfur, war contin- 
ues to rage, and millions of civilians are packed 
into squalid camps with dwindling access to hu- 
manitarian assistance. The Comprehensive Peace 
Agreement (CPA)—a landmark accord that ended 
a 22-year war between the government and reb- 
els based in southern Sudan—is unraveling, and 
hot spots along the north-south border threaten a 
resumption of full-scale civil war and the violent 
dissolution of the state. 

On the ground, however, the status quo is shift- 
ing, and it is doing so in ways that create opportu- 
nities for positive change. Now it is up to the in- 
ternational community and key decision makers in 
Sudan to leverage recent developments to alter fun- 
damentally how the Sudanese government treats its 
citizens and relates to the rest of the world. 

In particular, four developments in the past six 
months have changed the calculations of Sudan’s 
major political actors. First and foremost was the 
decision by the International Criminal Court (ICC) 
to issue an arrest warrant for Sudan’s President 
Omar Hassan al-Bashir for war crimes and crimes 
against humanity in Darfur. This action, taken in 
March, has stunned the ruling National Congress 
Party (NCP) and given the international commu- 
nity:a new point of leverage with the regime. 

Second, the Sudanese government's reckless 
decision, in retaliation for the arrest warrant, to 
shut down operations of 16 humanitarian agen- 
cies in northern and western Sudan has further 
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isolated the regime internationally. It has forced 
Bashir's allies—internal and external—to recon- 
sider whether he represents their best interests. - 

Third, an economic crisis inside the country, 
exacerbated by the global economic downturn, 
has weakened the government and given foreign 
investors pause. And fourth, the advent of a new 
administration in the United States—still the 
single most influential external actor—has the 
regime in Khartoum on the back foot, anticipat- 
ing much tougher and more multilateral pressures 
over Darfur and the implementation of the CPA. 

Understanding how the political landscape in 
Sudan has shifted—and understanding the pos- 
sibilities for change that have opened up as a 
result—is essential for crafting a strategy to help 
stabilize the country and, ultimately, set it on a 
peaceful course. 


A HISTORY OF VIOLENCE 


Since Sudan won independence from Britain in 
1956, authoritarian and oppressive regimes have 
concentrated wealth and power in Khartoum. 
They have also fought a series of civil wars with 
rebel groups that have emerged from the country's 
marginalized periphery. The ruling NCP—which 
took power as the National Islamic Front in a 1989 
coup—has reacted to internal threats by arming 
and training ethnically based militias to commit 
atrocities against civilians who, it alleges, support 
various rebel groups. 

The regime’s war tactics in southern and central 
Sudan, and now in the western region of Darfur, 
have killed at least 2.5 million people and driven 
more than 6 million more from their homes. The 
United States has imposed tough sanctions, but 
foreign direct investment from China, India, Ma- 
laysia, and the Arab world helped Sudan’s econo- 
my expand rapidly throughout the late 1990s and 
much of this decade. 


Soon after US President George W. Bush took of- 
fice in 2001, a domestic constituency of evangeli- 
cal Christians and a broad coalition of faith-based 
organizations concerned about religious freedom 
and human rights violations in Sudan pressed the 
new administration to take more robust action 
to end the violence. As a result, the White House 
broke with its own hands-off tendencies regard- 
ing conflict resolution and decided to engage in 
peacemaking between the Sudanese government 
and the southern-based Sudan People’s Libera- 
tion Movement (SPLM). The Bush administration 
appointed a special envoy, former Missouri Sena- 
tor Jack Danforth, to lead US diplomatic efiorts in 
what would become known as the Naivasha peace 
process, named for the town in Kenya where the 
negotiations occurred. 

The Naivasha talks framed Sudan’s crisis as prin- 
cipally a north-versus-south civil war, and failed to 
take into account the simmering conflicts in the 
country’s northern, western, and eastern peripher- 
ies. The 2003 eruption of organized, armed rebel- 
lion in the Darfur region exposed the faulty logic of 
this approach. Predictably, 
the NCP responded with a 
genocidal scorched-earth 
campaign that targeted 
communities associated 
with the rebels, using tac- 
tics it had perfected in its 
war with southerners. 

The international community had a choice: 
deal aggressively with the atrocities in Darfur and 
risk upsetting the north-south peace process, or 
press ahead with the peace process, manage the 
crisis in Darfur, and turn to Darfur once a peace 
deal was in place. With the United States in the 
lead, the international community chose the latter 
course. The NCP, under considerable internation- 
al pressure, and after stalling for time so it could 
achieve its military objectives in Darfur, signed 
the CPA with the southern insurgents in January 
2005—while Darfur continued to burn. 

At its core, the CPA is a short-term political al- 
liance between the two signatories that gives the 
SPLM a minority stake in a “government of national 
unity” and establishes an autonomous Govern- 
ment of Southern Sudan (GOSS). The CPA lays out a 
roadmap toward national elections, scheduled for 
later this year, and a referendum on southern Su- 
danese independence in 2011. The agreement com- 
mits both parties and its guarantors (notably the 
United States, Great Britain, Norway, Italy, and the 
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United Nations) to *make unity attractive." How- 
ever, opinion polling by the National Democratic 
Institute demonstrates southerners' consistent and 
overwhelming support for independence. 

The southerners have good reason for feeling 
this way. John Garang, the SPLM's charismatic 
leader and the principal southern proponent of a 
unified Sudan, died in a helicopter crash in July 
2005—and without Garang the SPLM has failed to 
assert itself in the government of national unity. 
The NCP, for its part, has refused to implement 
some of the agreements key provisions. Tensions 
as a result are escalating, often leading to violent 
clashes in oil-producing border areas like Abyei 
and Malakal. Unease, insecurity, and attendant 
militarism in the south are increasing. Both sides 
are stockpiling heavy weapons in preparation for 
a possible return to war. 

The critical flaw in the CPA is its failure to give 
northern opposition groups an adequate voice in 
the way their country is governed. Many northern 
Sudanese, like most southerners, intensely oppose 
the NCP and its destructive policies. During the 
1990s, northerners suf- 
fered under the National 
Islamic Fronts violent 
Islamization campaign. 
And marginalized areas 
outside Khartoum, such 
as Darfur and eastern Su- 
dan, have not benefited 
significantly from higher oil revenues. 


HOARDING WEALTH AND POWER 

The ferocity of Khartoum's response to the rebel 
uprising in Darfur is indicative of the existential 
threat that northern rebellions pose to the regime. 
But two peace agreements reached in 2006—the 
much ballyhooed Darfur Peace Agreement and 
the less well known Eastern Sudan Peace Agree- 
ment—failed to address adequately the root causes 
of rebellion: the continued hoarding of wealth and 
power by the ruling NCP. 

Making matters worse, NCP-sponsored violence 
frequently spreads beyond Sudan’s borders. Dur- 
ing the war in southern Sudan, the regime backed 
the Lord's Resistance Army, a northern Uganda- 
based rebel group that now terrorizes civilians in 
the tri-border region of Sudan, the Democratic 
Republic of Congo, and the Central African Re- 
public. As part of its war strategy in Darfur, the 
Sudanese government wages a proxy conflict with 
neighboring Chad in an effort to deny the Dar- 
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fur rebels safe haven in that country. Sudanese- 
backed Chadian rebels reached Chad's capital in 
2006 and 2008, though they failed each time to 
overthrow President Idriss Deby. 

The political dynamic within the NCP is practi- 
cally medieval. A small handful of influential fig- 
ures—primarily those in charge of the multi-tiered 
security and intelligence services—jockey for pow- 
er and influence with Bashir, who has remained at 
the top for nearly 20 years by effectively pitting his 
internal enemies against one another. And although 
the regime came to power with a radical Islamist 
agenda, its principal raison d’étre now is money 
making. Bashir and his lieutenants will seek to re- 
tain power and maintain Sudan’s territorial integ- 
rity by any means necessary to continue enriching 
themselves, principally through oil exploitation. 

The CPA sought to end the status quo, and 
transform the Sudanese government into some- 
thing less violent and more representative, 
through democratic elections. But seizing on the 
opportunities that just recently have surfaced 
may be the only way to realize these goals and 
bring some measure of peace and stability to the 
long-suffering Sudanese people. 


WANTED FOR WAR CRIMES 

In April 2005 the UN Security Council, follow- 
ing the release of a damning UN report on the situ- 
ation in western Sudan, referred Darfur as a case 
to the ICC. In August 2007, the international court 
issued arrest warrants for a senior NCP official and 
an alleged militia commander. The regime was 
unimpressed, denying the ICC’s legitimacy and 
refusing to hand over the suspects. It even ap- 
pointed one of the wanted men to be in charge 
of humanitarian assistance for the very people he 
was accused of tormenting in Darfur. 

The ICC' latest move, however, has dramatically 
altered the calculations of Sudan’s rulers. In many 
ways the court’s March 4, 2009, decision to issue an 
arrest warrant for Bashir was unsurprising. Indeed, 
the indictment was fully justified given extraordi- 
nary evidence of atrocities committed against civil- 
ians in Darfur—rape, murder, forced displacement, 
torture—and given evidence of the government’s 
direct role in the violence. Yet the NCP is now reel- 
ing, and growing fissures between Bashir's loyal- 
ists and potentially more pragmatic elements of 
the NCP could lead to the president’s removal. That 
in turn could usher in a less confrontational NCP 
approach to resolving Sudan’s crises (though such 
a new approach would not, by any stretch of the 


imagination, equate to leadership that is responsive 
to and responsible for Sudan’s people). 

The NCP faces substantial pressures, from both 
within and without, as a result of the warrant 
against Bashir. Internally, Bashir faces growing 
opposition from a group within the party led by 
Sudan’s second vice president, Ali Osman Taha: 
its intelligence chief, Salah Abdullah Gosh; and its 
energy minister, Awad Ahmed Al-Jaz. Their belli- 
cose public statements in support of Bashir might 
suggest otherwise, but a battle for control of the 
party is playing out, largely behind closed doors. 

Tensions have been mounting for months. Gosh 
blames Bashir and his senior adviser, Nafie Ali 
Nafie, for Sudan's increasing international isola- 
tion, now further exacerbated by Bashir’s decision 
to expel and shut down aid providers. The jostling 
between these two main factions will likely inten- 
sify and could force Bashir to step down or risk 
deepening the turmoil within the party. 

Although Bashir, an army general, still com- 
mands loyalty within the regular armed forces, 
his main rivals include powerful actors in Sudan’s 
political, security, and economic sectors. Taha and 
Gosh bear significant responsibility for crimes 
against humanity committed during the regime’s 
20-year rule (including in Darfur); however, while 
Bashir consistently opts for a confrontational ap- 
proach toward the international community, Taha 
and Gosh have a track record of pursuing collabo- 
ration with other countries as a means of ensur- 
ing the regime’s survival. Furthermore, Taha and 
Gosh share a level of trust because they come from 
the same ethnic group in Sudan—a connection on 
which they can rely in the face of increasing insta- 
bility within the NCP. 

Taha was the NCP’s point person in negotiating 
the CPA, and Gosh has become the United States’ 
favored interlocutor on counterterrorism. In the 
case of both the peace agreement and counterter- 
rorism efforts, the regime’s calculation was to cut 
a deal or face increased isolation and pressure— 
exactly the situation in which the regime finds 
itself now. Within a ruling party increasingly 
focused on its own survival, Bashir may become 
a sacrificial lamb for a regime in search of more 
pragmatic leadership. 

' Bashir's indictment also fundamentally alters the 
situation for Darfur's rebel groups. It presents a rare 
opportunity for the more politically savvy organiza- 
tions to increase their legitimacy and improve their 
image at the expense of the regime. However, the 
ICC prosecutor, Árgentine attorney Luis Moreno- 


Ocampo, is also pursuing cases against rebels for an 
attack against African Union peacekeepers in 2007. 
Leaders of the two principal insurgent groups in 
Darfur—the Justice and Equality Movement JEM) 
and various factions of the Sudan Liberation Army 
(SLA)—have to weigh their support of a warrant for 
Bashir against the possibility that they might be- 
come subject to a similar fate. 

In southern Sudan, the SPLM is largely in re- 
active mode, and senior officials within the party 
disagree on the long-term impact of the arrest 
warrant. Salva Kiir Mayardit, the GOSS president 
and the first vice president in the national unity 
government, is deeply concerned that Bashir's in- 
dictment represents the final nail in the CPA's cof- 
fin. Other senior SPLM officials believe that Taha 
and Gosh might remove Bashir and might then re- 
commit the NCP to implementation of the CPA in 
order to ensure the party's survival. 

As an architect of the CPA, Taha has seen his 
influence diminished since Garang's death and 
the weakening of the agreement. Yet many within 
the SPLM still believe that Taha views the CPA as 
fundamental to the survival 
of his party, and that he will 
make some sacrifices—as 
he did while negotiating the 
agreement—to keep it on 
track. If Bashir were to step 
down, the new NCP leader- 
ship would have to work 
with the SPLM to reorganize the government of 
national unity, which would be led by an interim 
president until elections could be held and a new 
government formed. 


BASHIR’S OVERREACH 


The immediate consequence of Bashir’s decision 
this spring to expel 13 international humanitar- 
ian organizations and shut down 3 of the largest 
domestic relief groups is clear: The humanitarian 
situation has worsened dramatically for 2.7 mil- 
lion displaced people in Darfur, and death rates 
are climbing. Yet Bashir’s latest brazen display 
of callous disregard for the lives of his citizens 
could reflect a miscalculation regarding his politi- 
cal capital, both internal and external, and could 
prove his undoing. 

The overt use of starvation as a weapon of war is 
distasteful even to the regime’s most ardent inter- 
national supporters, who understand that Bashir 
himself is increasingly a source of instability. This 
could catalyze a concerted international effort to 





If the situation returns to the status 
quo, the most likely outcome 
is full-scale civil war. 
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remove him from power. Indeed, in the weeks lead- 
ing up to the arrest warrant, some of the regime's 
stalwart allies had already begun distancing them- 
selves from Khartoum. Although the government 
has enjoyed strong political and economic support 
from many Arab countries, and the Arab League 
has opposed the ICC’s move, cracks are beginning 
to show. At the Arab League’s recent summit in 
Doha, Qatar, Arab leaders reiterated their support 
for Bashir and rejected the ICC warrant against 
him. Most argued that the warrant could further 
destabilize Sudan. However, there is reason to be- 
lieve that support for the regime in key Arab and 
African states is more rhetorical than practical. 

Sudan’s most important Arab ally is Egypt, 
which for years used its influence in the Arab 
League to run interference for Khartoum. But 
Egyptian President Hosni Mubarak has not for- 
gotten the regime’s involvement in an assassina- 
tion plot against him in 1995, and he has no illu- 
sions about the recklessness of the NCP. 

Sudanese officials have told us that Mubarak 
visited Khartoum in November 2008 and called 
Bashir to task for failing 
to implement the CPA 
and for driving the south 
toward independence—an 
outcome that could compli- 
cate Egypts main interest 
in Sudan, which is main- 
taining the uninterrupted 
flow of the Nile River. Mubarak also reportedly 
has railed against the Sudanese government for 
fomenting instability in Chad and for encourag- 
ing the continued predations of the Lord’s Resis- 
tance Army in Congo’s northeast. 

If Egypt expresses a willingness to accept new 
leadership in Khartoum, other Arab allies will 
likely follow suit, further weakening Bashir's po- 
sition. Already, a number of noted Saudi Arabian 
columnists have called on their government not to 
allow Bashir to visit. Jordan, although it initially 
vacillated on its stance toward execution of the 
warrant, has broken ranks with the Arab League 
and stated that it will comply with its obligations 
as a signatory of the Rome Statute, the treaty that 
established the ICC. Jordan would likely arrest 
Bashir if he traveled there. 


THE CHINA FACTOR 

China has been one of Bashir’s strongest back- 
ers, principally because of its $8.5 billion invest- 
ment in Sudar's oil sector. Yet, while US sanctions 
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on the Sudanese regime have enabled the Chinese 
to invest heavily without Western competition, 
Beijing also needs lasting stability for that invest- 
ment to pay dividends. With Bashir making de- 
cisions that threaten the collapse of the CPA and 
a return to full-scale war in the country, China’s 
investments are in direct danger. 

SPLM officials have told us that if the war in 
the south starts again, their first target will be oil 
fields and pipelines. Seven percent of Chinese oil 
imports are from Sudan, and a major disruption 
to Sudanese oil production carries significant risk 
for Beijing. | 

That China actively opposed the Bush adminis- 
tration's efforts regarding Darfur is unsurprising. 
US saber rattling over human rights abuses did 
not register with Beijing—a regime that routine- 
ly commits human rights abuses within its own 
borders and is thus opposed on principle to any 
rights-based international intervention. 

However, a more sophisticated appeal to Chi- 
na—tailored toward its economic and energy in- 
terests in Sudan and a shared international goal of 
lasting stability—could cause 
the Chinese to recalibrate 
their relationship with Bashir 
and to press for new leader- 
ship that would not put their 
interests acutely at risk. 

The ICC has in effect pre- 
sented NCP officials with a 
clear choice: support Bashir as president and face 
increased isolation from the international com- 
munity, or remove him—either through a third- 
country asylum deal or a coup—and begin to take 
steps to end the crisis. The president's decision to 
expel international relief agencies has only made 
the latter possibility more likely. 


ECONOMIC MELIDOWN 


Over the past decade or so, largely as a result of 
Chinese, Malaysian, and Indian investment in the 
oil sector, Sudan's economy has been transformed 
from one based largely on agricultural output to 
one built on oil revenues. In 2008, oil sales ac- 
counted for 64 percent of revenue received by the 
government of national unity and a whopping 90 
percent of revenue for the GOSS. 

In northern Sudan, this massive infusion of 
cash has allowed political elites to thrive in spite 
of Western sanctions. The oil rush also fuels the 
regime's continued arms buildup. The government 
spends as much as 80_percent of its oil revenues 





Bashir may become a sacrificial 
lamb for a regime in search of 
more pragmatic leadership. 


LA—A——————————M——— M—M—— 


on arms—including Chinese fighter jets, Russian 
attack helicopters, Iranian drones, and other so- 
phisticated weapons systems. 

Foreign direct investment from Arab coun- 
tries, particularly Gulf states, has generated rapid 
growth in and around Khartoum. Developers, 
rather than focusing on Sudan’s basic infrastruc- 
ture—paved roads outside of the capital are few 
and far between—have drawn up elaborate plans 
to make Khartoum a *Dubai on the Nile? In the 
south, the influx of money into a new bureaucra- 
cy ill equipped to handle and disburse such large 
sums has produced increasing corruption. 

But now the global economic crisis, accom- 
panied by a sharp decline in the price of oil, has 
caught Sudan’s rulers off guard, and the govern- 
ment is scrambling to halt the economy's down- 
ward slide. Although Sudan's 2009 budget as- 
sumed oil prices of $50 a barrel (obviously meant 
to be a conservative estimate), prices recently fell 
below $40 a barrel. The government has raised 
taxes to try to fill the shortfall, but funding is still 
inadequate. 

In addition, Sudan's 2007 
decision to circumvent fur- 
ther American sanctions by 
converting its US dollar re- 
serves to euros has proved 
problematic. As the euro has 
substantially deteriorated 
in value, Khartoum's coffers 
have dwindled. The NCP is refusing to pay the 
south its share of oil revenues in hard currency, 
and south Sudan's finance minister has noted that 
the GOSS is having great difficulty finding money 
to pay government salaries. 

The ICC's warrant for Bashir gives investors 
even more to worry about, and as external sup- 
port for the government declines—particularly 
from Arab states also suffering from falling oil 
prices—the situation is poised to worsen. Khar- 
toum had been looking to Arab nations to finance 
agriculture projects, but prospects currently look 
rather bleak. Even Sudan’s energy minister, nor- 
mally the economy’s most enthusiastic booster, 
noted before the indictment that “big investors all 
over the world will be waiting to see how the ICC 
will go. . . . The wait-to-see environment is not 
positive for Sudan. It is harming Sudan.” 

This was a distinct departure from government 
statements downplaying the implications of the 
ICC's actions and belittling the economic crisis as 
a problem limited to Western nations. Today Su- 


dan’s fiscal crisis is fomenting discontent, weak- 
ening the regime in Khartoum, and making a split 
within'the NCP that much more likely. 


WHAT WILL OBAMA DO? 

The Bush White House occasionally used harsh 
rhetoric toward the Sudanese government, partic- 
ularly over crimes committed in Darfur, but in the 
end the Bashir regime knew exactly where it stood 
with the United States. The Bush administration's 
narrow view of how to combat terrorism and its 
“with us or against us” attitude toward the world 
granted Khartoum a crucial point of leverage. After 
the administration of Bill Clinton had designated 
the Sudanese government a “state sponsor of ter- 
ror” because of its close association with Al Qaeda 
and other terrorist groups, the regime had sought 
to improve its relationship with the United States 
through greater cooperation on counterterrorism. 

Cooperation accelerated after the 9/11 attacks on 
the United States, and Sudanese intelligence officials 
deftly exploited this relationship to deflect US pres- 
sure on other fronts. When President Bush asked 
his cabinet for robust options to sanction the Su- 
danese government because of Darfur, the US intel- 
ligence community squashed any actions that might 
upset the US-Sudanese relationship. Moreover, with 
ongoing wars in Iraq and Afghanistan and growing 
hostility in the Arab world toward the United States, 
the regime understandably felt shielded from any 
Western-backed military intervention. 

The election of President Barack Obama has 
completely upset this calculation; the Sudanese 
government no longer knows the limits of what the 
United States is willing to do. President Obama, 
Vice President Joseph Biden, and Secretary of State 
Hillary Clinton, as candidates during the presi- 
dential campaign, all argued for the imposition of 
a no-fly zone and other tough action to halt atroci- 
ties in Darfur. At the UN, US.Ambassador Susan 
Rice has routinely castigated the Sudanese gov- 
ernment. She has promised to work within the UN 
bureaucracy to push for change in Sudan. And the 
Obama administration, like its predecessor, will 
be pushed from Capitol Hill, where several lead- 
ing members of Congress are vocal proponents of 
more aggressive measures to end the crisis in Dar- 
fur and fully implement the CPA. 

As the first American president with immedi- 
ate African roots, Obama not only enjoys an im- 
portant reservoir of goodwill on the continent, he 
also has the ability to move beyond the tenden- 
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tious “North-South” debate between developed 
and less developed countries that has made trans- 
formational policies difficult to implement. Thus 
Obama, Clinton, and Rice have the opportunity 
to lead a comprehensive and multilateral peace 
building effort for all of Sudan. 

A new approach should include high-level ef- 
forts to engage China and Arab countries, such as 
Egypt and Saudi Arabia, on the issue that concerns 
them most: lasting stability in Sudan. The United 
States can help change the incentive structure in 
Sudan from war to peace through the considered 
application of international pressure, including 
multilateral isolation, further economic sanc- 
tions, and the credible threat of military action. In 
particular, real pressure is needed to support full 
implementation of the CPA and an inclusive peace 
agreement for Darfur. Only then should the UN 
Security Council consider lifting the ICC arrest 
watrants on a one-year renewable basis, an option 
afforded it under the Rome Statute. 

Obama’s early appointment as special envoy to 
Sudan of his close friend (and former Air Force 
pilot) Major General J. Scott Gration offers a clear 
sign that the United States intends to make end- 
ing the crisis in Sudan a top priority, and that all 
options are on the table. 


A CRITICAL OPPORTUNITY 


Despite the obvious dangers—particularly the 
deteriorating humanitarian situation in Darfur 
and the drift toward a return to nationwide civil 
war—the current confluence of events in Sudan 
offers a unique opportunity. The international 
community's response, as well as the response of 
Sudanese government figures, to the shifting po- 
litical sands in the country is obviously still being 
formed. But a comprehensive approach that takes 
these shifts into account could address the root 
causes of violence in Sudan and improve the lives 
of Sudanese citizens who have too long lived un- 
der tyrannical dictatorship. 

In any case, the choices that key actors make 
in the near future will have a profound impact 
on the country. If the international commu- 
nity takes advantage of its newfound leverage, 
Khartoum's increased isolation, and discontent 
within the ruling party, Bashir’s end may well 
be in sight. If, however, the situation returns to 
the status quo, the most likely outcome is full- 
scale civil war that will plunge the country to 
new depths of needless suffering. u 
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Labor Markets in Africa: 
Multiple Challenges, Limited Opportunities 


SCOTT D. TAYLOR 


or most of this decade, sub-Saharan Africa 

enjoyed a period of sustained economic 

growth such as it had not seen since the 
1960s. Until the global economic crisis hit, coun- 
tries across the continent benefited from a salu- 
tary combination of favorable commodity prices, 
substantial international debt reductions, and, 
in numerous cases, more prudent fiscal manage- 
ment. Of course the improved performance, which 
included continent-wide economic growth of 4.7 
percent between 2003 and 2008, was aided in par- 
ticular by a nearly 300 percent increase in world 
petroleum prices over the period. But even when 
Africa's major oil-based economies are removed 
from the equation, the continent still showed 
commendable growth—reaching 4.9 percent in 
2008, for example. 

For África s workforce, however, the positive 
impact of these developments can be difficult to 
discern. Indeed, despite the impressive macro- 
economic performance, economic diversification 
has not occurred on a meaningful level. Poverty 
remains stubbornly entrenched on the continent. 
Unemployment, though improved in many coun- 
tries, remains very high. And informal markets 
are still widespread. 

Africais supposed to enjoy comparative advan- 
tage in labor, an attribute that many countries in 
the developing world have used to their benefit. 
On the surface, it appears that Africa should be 
able to avail itself of an almost unlimited pool of 
potential workers, whose labor is comparatively 
cheap, in order to attract investment and ulti- 
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mately advance development on the continent. 
Yet beyond Africa's traditional economic sec- 
tors—mainly in the extractive industries such as 
mining, raw materials, and of course petroleum 
in a number of states—such investment has not 
occurred, partly owing to the unattractiveness of 
African labor. 

Manufacturing, an important sector historical- 
ly for successful economic development elsewhere 
in the world, remains a minor contributor to ex- 
ports and employs a minimal portion of the labor 
pool. Asa result, Africa still depends on extractive 
sectors for foreign exchange and for much of its 
productive formal employment. And importantly, 
in most African economies, the largest employer 
of wage labor is the state itself. Meanwhile, the 
vast majority of the labor force is involved in sub- 
sistence agriculture and other informal forms of 
workforce participation, including occasional la- 
bor and a range of jobs that depend on unrecorded 
transactions—from street hawker, to roadside bi- 
cycle repairman, to bushmeat trader, and so on. 

Given the small percentage of the labor pool that 
actually holds wage-earning jobs, whether in the 
public or the private sector, Africa’s trade unions 
are also correspondingly small. And it would be 
logical, considering the severe limitations that Af- 
rica’s labor markets display, to assume that labor 
is also organizationally weak. In fact, though few 
unions can be described as formidable, the size 
and relative power of unions vary widely across 
the continent as a result of historical inheritance, 
the nature of unions’ relationship to ruling par- 
ties, and the underlying strength of the sectors 
in which they operate. South Africa presents an 
exceptional case, inasmuch as the umbrella Con- 
gress of South African Trade Unions (COSATU) 
boasts nearly 2 million members and enjoys un- 
paralleled political access. 


Atbottom, in regard to both the labor market and 
the political clout of unions, African wage earners 
face a number of unique challenges, among them: 
low skills and insufficient opportunities to en- 
hance them, a narrow range of formal sector jobs, 
and a generally declining role for unions in pro- 
tecting workers’ interests. (Certainly, South Africa 
is not immune to these problems—and in many 
respects, its relatively formalized and unionized 
labor market, coupled with high unemployment, 
renders its situation especially precarious.) Mak- 
ing matters worse, the global financial meltdown 
is now throughout Africa exacerbating the exist- 
ing challenges of unemployment and unfavorable 
labor market conditions. 


MISLEADING INDICATORS 


Africa’s “labor force participation rate,” mea- 
sured at nearly 75 percent, is among the highest 
in the world. On its own, however, such an indi- 
cator is highly misleading. It belies the fact that 
the African workforce is largely informal and ag- 
riculturally based, and that it lives in conditions 
of widespread poverty. Very 
few people among the work- 
ing age population are actu- 
ally employed in the formal 
sector and earning a wage. 
According to the Interna- 
tional Labor Organization, 
among those Africans em- 
ployed (that is, “participating”) in 2006, almost 
three-quarters were either self-employed or were 
working without pay within the family. Only 
about 25 percent were employed in wage labor. 
This figure compares quite poorly with the world 
average of 47 percent in formal wage-earning or 
salaried employment. 

Most of those who are self-employed or unpaid 
family workers toil in subsistence agriculture, the 
sector representing the largest share of gross do- 
mestic product in Africa. On one hand, it is en- 
couraging that three-quarters of Africa’s labor 
force participates actively. On the other hand, this 
form of participation tells us very little about Af- 
rica’s engagement with the global economy, about 
its prospects for development, or even about the 
nature of its employment. 

Popular analyses of labor markets—that is, 
those not written for or by World Bank econo- 
mists—tend to exclude Africa’s vast, largely ru- 
ral populations that “work” but engage in sub- 
sistence. Instead they concentrate on a different 


Organized labor has sometimes 
played a significant political 
role on the continent. 
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demographic: those who participate (or seek to 
participate) in the formal economy for wages. This 
far narrower and generally more urban grouping 
of Africans, and their jobs and joblessness—al- 
though not an entirely unproblematic categoriza- 
tion—are the principal focus of this article. 

Africa is often perceived as overwhelmingly 
rural, but the reality is that 40 percent of Afri- 
cans reside in cities; in some countries, such as 
Zambia, the majority of the population is urban. 
At least since colonial times and the introduction 
of the wage economy, African cities have been 
magnets for people in search of job opportunities. 
Recent indicators suggest that rural-to-urban mi- 
gration continues apace among new entrants to 
the workforce. 

Yet, whereas some schools of thought regard ur- 
banization as a sign of economic dynamism, in Af- 
rica, where jobs have long been scarce, this trend 
threatens to further overload already inadequate 
urban infrastructures. Ás official unemployment 
statistics clearly demonstrate, every sub-Saharan 
nation suffers a chronic shortage of formal sector 
jobs for wages. As a result, 
migrant job-seekers fre- 
quently end up in the infor- 
mal sector or underemployed 
as casual labor. An unintend- 
ed consequence of urbaniza- 
tion, then, is a vicious circle 
of ever-growing informaliza- 
tion, a “low-skills trap” from which African coun- 
tries cannot extricate themselves. 


THE LOW-SKILLS TRAP 


The implications of this low-skills dilemma 
cannot be overestimated. Economic growth can 
come from generating more employment or from 
increased labor productivity on the part of those 
already employed. The latter can be enhanced 
through technological or human capital improve- 
ments. But Africa's problem with low skills poses 
a major a priori dilemma, since it constrains in- 
vestment and thus perpetuates a cycle of high un- 
deremployment and unemployment. Africa's labor 
productivity, even after modest increases from 
2001 through 2005, still ranked lowest in the world 
in 2006. For purposes of comparison, according 
to International Labor Organization estimates, 
the average European Union worker produces 10 
times more than his African counterpart. 

Perhaps the factor that plays the greatest role in 
the continents skills deficiency is the dire educa- 
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tional systems of African nations. The Millennium 
Development Goals notwithstanding, education 
in sub-Saharan Africa has suffered from chronic 
underinvestment at least since the 1980s, when 
governments sought to reduce social spending. 
Concurrently, the introduction of school fees pre- 
cluded many school-age children from attending. 

Even now, despite the reduction of such fees in 
many countries, and despite the ambitious, glob- 
ally adopted Millennium Development Goal of 
universal primary education by 2015, only about 
65 percent of primary school-aged female and 71 
percent of male children were enrolled in prima- 
ry schools in sub-Saharan Africa in 2005; at the 
secondary level, the numbers drop precipitously, 
to 25 and 28 percent respectively. Average time in 
school varies from a scant 3 years in Niger to over 
12 years in South Africa. Studies show that sub- 
Saharan Africa has the lowest primary education 
completion rate—just 60 percent—of any region. 
(The world average is 86 percent.) And it has a stag- 
gering youth illiteracy rate of some 33 percent. 

Low enrollments, low literacy rates, and a 
paucity of technical or vocational schools trans- 
late into a skills gap compared with other de- 
veloping regions and consign many Africans to 
low-productivity jobs. In addition, the continent 
has suffered a significant "brain drain," as edu- 
cated Africans seek opportunities abroad at an 
increasing rate. The claim that (remaining) Afri- 
can workers are unprepared and lack the neces- 
sary skills and training to access many “modern” 
jobs is therefore unsurprising. 


THE HIGH COST OF LABOR 

What is surprising, perhaps, is that Africa's 
low average productivity is not offset by low labor 
costs. In fact, while the entrenched poverty that 
plagues the region makes Africa's high labor costs 
seem incongruous, a number of factors contribute 
to the high cost of labor. One of them is employ- 
ee health. On a continent where access to health 
care is severely limited, the HIV/AIDS epidemic has 
wreaked havoc on the working age population. 
Large numbers die or are sickened by the virus 
and related opportunistic illnesses such as tuber- 
culosis. Even more pervasive is malaria, which 
kills an estimated 900,000 Africans each year and 
incapacitates millions more, resulting in the loss 
of countless work hours. 

Another factor in the continent's surprisingly 
high labor costs is the substantial labor protections 
found in many countries—protections that, while 


not always observed, are nonetheless enshrined in 
law or regulation. The World Bank's “Doing Busi- 
ness" reports summarize some of the key impacts 
of such a legal or regulatory environment. In the 
2009 report, across five measures used to calculate 
the ease (or difficulty) of employing workers—in- 
dices for difficulty of hiring, rigidity of hours, dif- 
ficulty of firing, rigidity of employment, and firing 
costs (weeks of salary)—sub-Saharan Africa ranks 
substantially lower than every other region of the 
globe. These ancillary costs related to hiring and 
fring workers render the business climate unat- 
tractive, particularly to potential new investors, 
who simply choose to take their capital elsewhere. 


A SELF-REINFORCING TREND 


Keen observers will note that the accusation 
referenced above—that African workers are un- 
prepared and lack the necessary skills and train- 
ing to access many “modern” jobs—has been lev- 
eled at Africans since the dawn of colonialism, 
as a means of justifying de facto employment 
discrimination. One recent manifestation of this 
tendency is the behavior in Africa of a number of 
Chinese firms that have imported short-term la- 
bor from central China to fill even the lowest tiers 
of jobs, thereby depriving Africans of all but the 
most menial work. In Zambia, this controversial 
practice has sparked widespread protests since 
2006. Importantly, however, perceived deficien- 
cies in skill can be as damaging as actual ones to 
African economies, and the labeling of African la- . 
bor broadly as “unskilled” risks promoting a self- 
reinforcing downward trend. 

So far we have discussed several factors that 
hinder investment—and low investment in turn 
impedes job creation. But even where Africa has 
seen significant foreign investment in recent years, 
job creation has been constrained nevertheless by 
the types of investment, which have been concen- 
trated in Africa's traditional export sectors: that 
is, extractive industries. The recent boom in com- 
modities was fueled largely by high demand for 
the continent's minerals, metals, and energy re- 
sources. Before the global economic downturn hit 
in 2008, real prices for such commodities more 
than doubled in five years. However, the intrinsic 
capital intensity of the extractive sectors means 
that additional investment did not generate a large 
number of new jobs. 

On the other hand, manufacturing enterpris- 
es—whether state-owned, local, or affiliates of 
multinational corporations—which produced ev- 


erything from textiles and clothing to chemicals 
during Africa’s failed experiment with import sub- 
stitution from the 1960s through the 1980s, have 
closed down across the continent. And private 
investment, whether domestic or international, 
has not emerged to fill the vacuum. Manufactur- 
ing in Africa is particularly unattractive because 
of the regulatory environment, insufficient up- 
stream and downstream production linkages, and 
problems of transportation and infrastructure, as 
well as because of the labor constraints discussed 
above. Not surprisingly, manufacturing thus ac- 
counts for just 14 to 15 percent of GDP in Africa, 
which is some 4 percentage points below the glob- 
al average. (If South Africa is excluded, the figure 
is even lower, at about 13 percent.) 

Furthermore, the African countries that did 
benefit from the commodity boom have experi- 
enced the “Dutch Disease.” Economists use this 
term to describe what can befall a resource-rich 
nation when an influx of foreign currency inflates 
its national currency, thereby diminishing the 
price-competitiveness of its manufactured goods 
and reducing incentives 
to invest in manufactur- 
ing. Again, labor finds 
itself in a vicious circle, 
wherein the creation of 
jobs and the prospects 
for escape from the low- 
skills trap are severely 
circumscribed. 


THE STATE OF THE UNIONS 


Paradoxically, despite the high degree of in- 
formalization in the African labor market—and 
also despite a formal sector that is characterized 
by high costs, low productivity, and historically 
low investment in manufacturing—organized la- 
bor has sometimes played a significant political 
role on the continent. For example, colonial au- 
thorities in Ghana permitted unions to register 
in 1941, and labor eventually became a critical 
part of the nationalist effort there. Labor unions 
were also associated with African nationalism in 
the Ivory Coast in the 1950s and, perhaps most 
famously, in helping to undermine South African 
apartheid a generation later. Although labor's 
political clout has fluctuated in the decades fol- 
lowing independence, and its relationships with 
governments vary widely, it remains one of the 
most important actors, or set of actors, in African 
civil society. 


Low enrollments, low literacy rates, 
and a paucity of technical or vocational 
schools translate into a skills gap. 
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In many cases, unions' links to nationalist po- 
litical movements led them to be co-opted by the 
ruling party-states in the postcolonial period. One 
such case was Zimbabwe, where the new govern- 
ment actually created the Zimbabwe Congress of 
Trade Unions (ZCTU) shortly after independence 
in 1980 and appointed Albert Mugabe, the presi- 
dent’s (then prime ministers) brother, to lead it. 
The ZCTU asserted its independence only years 
later, with mixed results. Similarly, in Ethiopia 
in the 1970s and 1980s, the avowedly Marxist 
regime, the Derg, required unions to be mouth- 
pieces for its Marxist-Leninist ideology. In these 
cases and others, unions received official recogni- 
tion, organizational viability, job security for their 
members and, not unimportantly, perquisites for 
the leadership, all in return for subordinating 
themselves to the state. 

As African states increasingly confronted 
both economic and political crises in the 1980s, 
and as the legitimacy of one-partyism and diri- 
giste economic models came under threat, labor 
unions, like other societal interests, began to flex 
their collective muscle 
and separate themselves 
from the state. In polities 
where unions were not 
fully co-opted previous- 
ly, they also joined, and 
often led, pro-democracy 
movements. Zambia's 
Congress of Trade Unions, for instance, had long 
been a government adversary, and its former 
secretary general, Frederick Chiluba, was even 
elected president in that country’s historic 1991 
democratic election. 

With the advent of economic and political tran- 
sitions across sub-Saharan Africa in the 1990s, 
labor movements continued to have an impact 
on developments in political economies gener- 
ally. Representing both public and private sector 
workers, organized labor constituted perhaps the 
largest aggregate interest group in Africa. Many 
unions assumed a pro-democracy role while si- 
multaneously attempting to mitigate the neolib- 
eral policies prescribed by donors and the inter- 
national community. Using slowdowns, strikes, 
and strike threats, unions resisted many aspects 
of liberalization (particularly privatization), ag- 
gressively sought wage increases, and protested 
inadequate working conditions. 

Initially, at least, unions had some success in 
blocking or forestalling certain policies advocated 
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by external proponents of neoliberalism and by 
domestic political elites. However, the picture of 
effective labor activism—and labor’s capacity to 
affect the direction of policy—was always a mixed 
one, and in any event it appears today to be wan- 
ing in most polities outside South Africa. A num- 
ber of countries have a relatively high degree of 
unionization among workers in the formal econo- 
my—in Zambia, for example, the estimated figure 
is 60 percent. But in part because labor markets 
across the continent are not robust, labor unions 
are correspondingly small and represent only a 
fraction of the total workforce. 

Additionally, organized labor today faces in- 
creasing competition. One paradox of Africa’s 
deepening democracy is that union organiza- 
tions are no longer among the sole representatives 
of civil society. Business associations, lawyers, 
journalists, human rights activists, religious co- 
alitions, and gender organizations, among other 
groups, have developed institutional coherence 
and gained considerable influence. Their promi- 
nence does not necessarily come at the expense 
of labor, but it does suggest that unions must 
increasingly share the national stage with other 
civil society groups that often place competing de- 
mands on fragile political economies. 

Examples of these contemporary fluctuations in 
labor activism and influence are manifold. Zimba- 
bwe’s ZCTU gained autonomy from the state in the 
1990s, and by mid-decade was able to help mobi- 
lize resistance to the country’s structural adjust- 
ment program. Capitalizing on their new profile, 
ZCTU leaders and members became the backbone 
of the Movement for Democratic Change (MDC) 
party when it was formed in late 1999, though 
the labor body itself remained independent. To- 
day the political influence of the ZCTU within the 
party is strong, though the unions’ power to effect 
change is certainly limited given Zimbabwe’s col- 
lapsed economy and its estimated unemployment 
rate of 90 percent. 

Uganda, like the bulk of African states, has an 
agriculturally based economy that accounts for 
an estimated 90 percent of the workforce; union- 
ization in that sector is negligible. Furthermore, 
in Uganda's formal economy, the small urban- 
centered trade union movement has faced a 
challenge common worldwide: The government, 
in order to attract investment, has allowed new 
investors, including those that acquire formerly 
state-owned enterprises, to withdraw union rec- 
ognition, thereby precipitating union decline. A 


similar scenario has emerged in Kenya, where 
labor officials have raised concerns about abus- 
es—including underpayment, poor working 
conditions, and arbitrary dismissals—against 
textile workers in that country's export process- 
ing zones. One of the typical selling points for 
investors in the export processing zones has 
been restrictions on unionization. Such restric- 
tions then undermine organized labor's capacity 
to improve conditions. 

Conversely, in African economies that ben- 
efited from the recent commodity boom, such 
as Nigeria and Zambia—which saw record in- 
creases in prices for their mineral, metal, and en- 
ergy exports—new opportunities have emerged 
in recent years for organized labor. Mineworkers 
in Zambia's copper and cobalt industry, for ex- 
ample, have been able to leverage the high profits 
made by their employers, which include Swiss, 
Indian, and Australian mining firms, to gain 
wage increases. (Only the Chinese-run Chambi- 
shi copper mine has resisted such concessions.) 
Oil-producing economies have produced similar 
opportunities. Still, itis worth recalling that these 
capital-intensive sectors leave the vast majority of 
the African workforce at the margins. 


THE SOUTH AFRICA EXCEPTION 

South Africa's organized labor is unique in 
terms of its scale as well as its economic and po- 
litical impact. In the economic realm, unions in 
South Africa have demonstrated considerable 
strength in conducting strikes and winning con- 
cessions from employers and the state. In 2007, 
for instance, strikes by public sector unions shut 
down schools and hospitals as workers demanded 
pay raises of 12 percent, eventually settling for 
7.5 percent increases. The same year, a threatened 
strike by the National Union of Metalworkers se- 
cured a 9 percent increase for automotive sector 
employees and a 9.5 percent raise for steel and en- 
gineering sector workers. Similarly, mineworkers 
won increases of between 7.5 and 10 percent. With 
annual inflation running at about 6.5 percent at 
the time, these represented modest but positive 
increases in real terms. : 

In a series of national and provincial strikes in 
2008, South African unions again forced tempo- 
rary shutdowns, mainly in the textile, coal; and 
gold production sectors. The bulk of these pro- 
tests centered on threats to jobs stemming from 
the country's electricity-distribution crisis and 
high costs of electricity, food, and commodities. 


Not only do South African unions have a his- 
tory of successful strike activity and the capacity 
to win concessions from employers and the state 
dating back to the apartheid era, but they are also 
firmly embedded in politics. Under the umbrella 
of the Congress of South African Trade Unions, 
labor is part of a political alliance with the rul- 
ing African National Congress. This affords South 
African labor, COSATU in particular, a level of po- 
litical clout that is unparalleled on the continent. 
COSATU and its supporters were instrumental, for 
example, in rehabilitating onetime Deputy Presi- 
dent Jacob Zuma in 2007, which led to his election 
as leader of the African National Congress and 
successor to Thabo Mbeki, who fiercely opposed 
Zuma’s candidacy. Labor also successfully flexed 
its political muscle in 2008 to help ensure Mbeki's 
ouster as South Africa’s president. 

The unions assert themselves in other.ways as 
well. In one noteworthy display of union power, 
the COSATU-affiliated South African Transport and 
Allied Workers Union (SATAWU) last year refused 
port entry to a Chinese vessel that was carrying 
arms for Zimbabwe. This was 
an illustration of internation- 
al labor solidarity—it was as- 
sumed that President Robert 
Mugabe would use the weap- 
ons against the labor-backed 
MDC in Zimbabwe—as well as 
of the South African unions’ 
capacity to meddle in the country’s trade and for- 
eign policy. In 2009 SATAWU similarly vowed to 
bar imports from Israel and Swaziland in protest 
of those countries’ policies. South African unions 
have been exceptionally active and effective with 
respect to labor issues as well as in the broader 
political arena. 

Are labor activism and success at odds with 
Africa’s development imperative? Not necessar- 
ily. Indeed, many observers would argue that the 
preservation and expansion of the role of the la- 
bor movement are essential to protecting the in- 
terests of Africa’s poor and marginalized workers, 
whether in the formal or informal sectors. At the 
same time, as the South Africa case demonstrates, 
persistent strikes or threats thereof, wage conces- 
sions, and a host of intricate labor laws obviously 
increase costs, can hinder productivity, and surely 
affect decision making by potential foreign inves- 
tors. This may diminish the formal sector’s contri- 
butions to reducing unemployment and poverty. 
Nevertheless, the notion of a “race to the bottom” 


Sub-Saharan Africa’s 
low average productivity is 
not offset by low labor costs. 





Labor Markets in Africa ° 219 


that entails the erosion of labor protections and 
working conditions in order to attract investment 
on the one hand, and “development” on the other, 
sets up a false dichotomy. 

African realities are, of course, far more com- 
plex than this dichotomy would suggest. De- 
grees of labor power and productivity are part of 
an interwoven set of issues—from donor condi- 
tionalities, to social development imperatives, to 
political considerations, to economic contagion 
effects—that each African country must balance 
in pursuit of “development.” Labor activity and 
development can be mutually reinforcing, they 
can work in opposition to each other, or they can 
do both at the same time. Economic governance 
is a balancing act. It is apparent in any case that 
the current global economic crisis is making this 
balancing act far more difficult. 


THE DOWNTURN HITS 

As recently as the third quarter of 2008, it ap- 
peared as if the crisis in global financial markets 
might spare Africa. By March of this year, howev- 
er, economists were predict- 
ing that 2009 would be the 
first year of global economic 
decline since World War II 
and that millions would be 
pushed into poverty. Finan- 
cial and commercial markets 
in the United States, Europe, 
Asia and elsewhere are contracting as global de- 
mand continues to shrink. The need for indus- 
trial raw material inputs has dropped precipi- 
tously as the global recession has deepened and 
companies have struggled in a wide range of in- 
dustries—including auto manufacturing, high- 
tech electronics, and retailing. Although China’s 
economy continues to grow, it is doing so at a 
much lower rate. And, as China’s exports to the 
United States and elsewhere have declined, so 
has the country’s voracious appetite for raw ma- 
terials. 

As a result of all this, the unprecedented five- 
year commodity boom—longer than any in the 
twentieth century and characterized by the highest 
(non-energy) prices seen since 1917—is finished, 
taking with it a key driver of African growth this 
decade. Thus, although Africa has not directly en- 
countered the nancial market problems that are 
plaguing the global North (problems spurred by 
credit default swaps, subprime mortgages, and the 
like), the crisis originating in those economies is 
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already manifesting itself in Africa. The impact on 
labor markets could be terrible. 

Formal employment in Africa's leading sectors, 
including export agriculture, manufacturing, and 
mining, is expected to fall. Some of the largest cuts 
will come in Africa's most developed economy, al- 
beit one still largely dependent on mining for ex- 
port earnings: South Africa. Gold prices remain at 
record highs, but a recent 50 percent drop in the 
price of platinum—a key component in automo- 
bile manufacturing and one of South Africa's lead- 
ing exports—led mining companies Lonmin and 
Anglo Platinum to announce in February 2009 
the elimination of nearly 16,000 jobs. Some ana- 
lysts conservatively project 24,000 job cuts in the 
South African mining sector in 2009, and predic- 
tions for job losses in the overall economy range 
between 300,000 and 500,000. 

Such staggering job reductions, in a country 
already saddled with a fragile sociopolitical envi- 
ronment and 40 percent unemployment even in its 
"boom" years, pose enormous risks to social and 
political stability. Of course, since formal-sector 
employment in other African countries is lower in 
both percentage and absolute terms, those coun- 
tries labor markets simply do not have as far to fall 
as does South Africa's. Nonetheless, the number of 
dependents who rely on each worker in Africa is 
estimated to be between six and ten people. Even if 
the impact of company and state downsizing is less 
direct outside South Africa, the current crisis— 
compounded by the precariousness of economic 
life generally in sub-Saharan nations—will be no 
less devastating. 


BLEAK PROSPECTS 


Even before the global economic downturn, 
the structural problems in African labor markets 
were daunting. In light of the crisis, the overall 
prospects for labor markets have become partic- 
ularly bleak. Global investment—on which sub- 
Saharan Africa's future depends—is already de- 
clining, and unemployment is increasing. As the 
crisis forces African governments to cut back on 


expenditures, and as families confronting dire 
circumstances begin withdrawing their children 
from school in favor of subsistence labor or in- 
formal employment, Africa will contend with yet 
poorer education levels and a renewed decline 
in the quality and skill of labor. These realities 
threaten to reverse a decade of economic growth 
and advancement on the continent. They also 
imperil political stability. 

Sub-Saharan Africa, thus, is truly at a cross- 
roads. In a region of fragile democracies, labor 
power is largely on the decline, yet there is a 
genuine need for labor activism not only to pro- 
tect worker rights, but also to provide a bulwark 
against democratic erosion. On the other hand, 
labor initiatives are increasingly at odds with a 
desperate need for investment, which is all the 
more difficult to secure in a contracting global 
economy. 

The fact that the fundamental drivers of Africa's 
economies have not changed measurably in gen- 
erations renders sub-Saharan Africa ill equipped 
to deal with a severe global recession of unpredict- 
able duration. In this environment, many African 
economies will likely experience a vicious cycle 
of unattractive labor, insufficient investment, and 
weak labor movements. To avoid perpetuating this 
downward spiral, the international community 
must maintain steady support for growth and de- 
velopment initiatives in Africa despite the current 
instinct to cut such expenditures. 

At present, African labor markets are not ad- 
equately configured and sufficiently dynamic to 
alleviate the pressures of underdevelopment faced 
by the continent’s population of 800 million or 
more. And yet, while African labor markets are 
in a difficult and uncompetitive spot, creative and 
consistent investment remains the key to unlock- 
ing Africa's heretofore dormant comparative ad- 
vantage in labor. Seizing that advantage, in turn, 
is key to translating previous macroeconomic 
gains into the employment advances and achieve- 
ments in poverty reduction that are characteristic 
of sustainable development. aH 
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Civil-Military Power Struggles: 
The Case of Mauritania 


DAFNA HOCHMAN 


n August 6, 2008, a military coup in 

Mauritania ousted the 15-month-old ad- 

ministration of President Sidi Mohamed 
Ould Cheikh Abdallahi. Soldiers seized Abdallahi 
(known popularly as Sidi) and his prime minister, 
Yahya Ould Ahmed Waght, and also took control 
of the state television and radio stations. They an- 
nounced that Mauritania would be ruled by a 12- 
man military junta, the High State Council (Haute 
conseil d'état, or HCE). 

Since Mauritania won its independence from 
France in 1960, it has endured nine coup d'états, 
though most barely made Western headlines. This 
coup was different, however. It occurred exactly 
three years after a coup that had been expected to 
end all coups—a seizure of power that had pre- 
pared the way for the nation's first democratically 
elected government. Mauritania is a desperately 
poor country of over 3 million, straddling Arab 
and black West Africa and the Sahara and Sahel 
regions, and its short-lived democratic experiment 
had inspired optimism among those interested in 
democratization in the Arab world and Africa. 

The 2008 coup was therefore a symbolic defeat. 
Many of the neighboring authoritarian Arab and 
African regimes are likely relieved that the im- 
probable democratic experiment failed. To those 
in the West who have encouraged struggling, de- 
veloping countries in Africa, the Middle East, and 
Asia to fight Islamist terrorism aggressively while 
simultaneously building civilian democratic insti- 
tutions inclusive to all, the coup serves as a re- 
minder of the potential conflict between these two 
endeavors. 


DAFNA HOCHMAN, a former foreign policy adviser in the US 
Senate, is an exchange scholar in the political science depart- 
ment at Yale University. 
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The coup represented the culmination of a 
three-month political crisis, which forced Abdal- 
lahi to break with the military strongmen who had 
once propped him up. The coup, however, did not 
just result from a power struggle among person- 
alities and from Abdallahi’s specific failures dur- 
ing his time in office. Rather, it was a structural 
dilemma that ultimately brought down Maurita- 
nia's leader—and this same dilemma will threaten 
future presidents as well. 

The dilemma can be expressed in a question: 
Is it possible for a civilian president to manage a 
pluralistic parliamentary democracy, particularly 
one open to populist Islamist parties, while, under 
the watchful eye of a strong military, also counter- 
ing terrorism? 

This quandary is not particular to Mauritania— 
indeed, it has undermined civilian presidents 
elsewhere, from Algeria to Pakistan. And finding 
a way to address it will increasingly be the key to 
the endurance of civilian democracies across the 
Muslim world. 


THE "GOOD" COUP 

In 2005, when Army colonels ended the 21-year 
regime of the despised President. Maaouya Ould 
Sid Ahmed Taya, most Mauritanians applauded 
the bloodless coup. Observers accustomed to the 
country's history of power struggles were shocked 
that the transitional military government— 
the Military Council for Justice and Democracy 
(CMJD), headed by Colonel Ely Ould Mohahmed 
Vall—stayed true to its promise to oversee a swift 
transition to civilian democratic rule. 

By 2007, in accordance with a new constitution 
approved by popular referendum, new governors 
and legislators were elected, representing most of 
Mauritania's 21 political parties. Then, after a vig- 
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orous campaign marked by televised debates, free 
national presidential elections were held in March 
and April 2007. 

Members of the CMJD—nicknamed by some 
"the good soldiers"—did not participate in the 
election. After Abdallahi won and was inaugu- 
rated in April, they quietly took their leave—at 
least overtly. But Abdallahi appointed many CMJD 
officials to key posts in his administration. Gen- 
eral Mohamed Ould Abdel Aziz—Vall's number 
two—-headed the presidential guard, and General 
Mohamed Ould El Ghazouani became the army 
chief of staff. 

Although the new presidential administration 
showed hints of military involvement, civil and 
political life, along with freedoms of the press 
and of expression, reached an unprecedented ze- 
nith. In 2007, the monitoring organization Re- 
porters Without Borders ranked Mauritania 50th 
(out of 169 countries) in its global press freedom 
index—up from 139th the year before the coup. 
Many believed a model Arab-African democracy 
was in the works. 

During the first year of his 
administration, Abdallahi 
faced three serious challenges: 
a spate of terrorist attacks in 
late 2006 and 2007 perpetrat- 
ed by the AI Qaeda affiliate in 
the Maghreb (the region that 
encompasses Morocco, Alge- 
ria, Tunisia, Libya, and Mauritania); widespread 
charges of incompetence and corruption; and a rap- 
idly deteriorating socioeconomic situation. 

On Christmas Eve 2007, only months after the 
new president and legislators had assumed of- 
fice, four French tourists were brutally killed in 
Aleg, a mountain town southeast of the capital, 
Nouakchott. On December 26, an attack at the 
Al Ghallawia military base in northern Maurita- 
nia left three soldiers dead. Al Qaeda in the Is- 
lamic Maghreb (AQIM) claimed responsibility for 
both attacks and issued a statement threatening 
the Dakar Rally, an annual off-road car race that 
crosses the Mauritanian desert. In January 2008 
organizers of the rally decided to cancel the race 
for the first time in 30 years. A month later, six 
gunmen targeted Nouakchott’s biggest nightclub, 
the VIP, and the adjacent Israeli embassy. Once 
again, AQIM claimed responsibility. 

Abdallahi, during his presidential campaign, 
had promised to stem the graft that characterized 
the Taya years and restore the credibility of pub- 





In Mauritania after two decades 
of dictatorship, civil institutions 
were no match for the military. 


lic administration. Within his first year in office, 
however, he was accused of backtracking on these 
promises. His wife, Khattou Mint Boukhary, si- 
phoned off for personal use public funds intended 
for a humanitarian foundation she established. (In 
September 2008, one of the HCE's first acts was to 
haul Khattou before a private Senate hearing to in- 
vestigate her use of public funds.) When two jour- 
nalists from Al Houriya (the Arabic daily) reported 
on corruption allegedly perpetrated by three su- 
preme court magistrates, they were promptly de- 
tained on charges of libel and defamation. 


THE TROUBLE INTENSIFIES 

On top of this Mauritania, which imports 75 
percent of its food, was particularly hard hit by the 
global food crisis of recent years. As the costs of food 
and fuel skyrocketed, unemployment also soared, 
deeply affecting an already impoverished popula- 
tion. In 2007, the United Nations Development Pro- 
gram ranked Mauritania 137th out of 177 countries 
in terms of human development measures such as 
poverty, disease, and literacy. Abdallahi seemed 
oblivious to the deteriorating 
conditions around him, even 
when Nouakchott was gripped 
by repeated blackouts and se- 
vere water shortages. 

Mauritanians frustrated 
with the governments unre- 
sponsiveness began protesting 
nationwide. In fact, the protests initially erupted in 
the eastern part of the country, Abdallahi’s elec- 
toral base. Facing widespread discontent, the presi- 
dent in May 2008 dismissed his prime minister, the 
former central bank governor Zeine Ould Zeidane, 
who had finished third in the 2007 national elec- 
tions. The new prime minister, Waghf, came from 
Abdallahi's own party, the National Pact for Devel- 
opment and Democracy (PNDD-Adil). 

Waghf assembled a government full of loyalists, 
including apparatchiks from the hated Taya regime. 
Desperate for new allies and engaging in populist 
pandering, Waghf also invited into government 
two opposition groups that had never before served 
in a Mauritanian government: a socialist party and 
the moderately Islamist Tawassoul Party. 

This new government incited further outrage. 
To the black African members of the political elite, 
the inclusion of Taya-era officials in the govern- 
ment represented an affront. These officials had 
been notoriously lax in enforcing a 1981 presiden- 
tial decree banning slavery, enabling the persis- 


tence of the practice throughout the country. (In 
fact, an August 2007 law criminalizing slave own- 
ership and enforcing strict fines against violators 
was widely considered to be Abdallahi’s greatest 
accomplishment.) 

The ruling coalition and its members in parlia- 
ment felt snubbed because Abdallahi and Waghf 
had formed a new government without consulting 
them. And the presence of so many Taya-era stal- 
warts who were notorious for corruption revealed 
Abdallahi’s incompetence and his abandonment 
of the public’s interest. 

The political crisis deepened when a faction of 
the ruling PNDD-Adil party defected and proposed 
a vote of no confidence. In order to preempt this 
censure motion, Waghf’s government in early July 
2008 resigned. Abdallahi immediately reappoint- 
ed Waghf to form a new government—Abdallahi's 
third over the course of 15 months in office. 

Although the July 2008 government left out the 
controversial Islamists, discontent spread none- 
theless. Urged on by Generals Ghazouani and Ab- 
del Aziz, the breakaway parliamentarians within 
the PNDD-Adil party—together with the main 
opposition party, the Assembly of Democratic 
Forces (RFD)—began turning on the Abdallahi 
administration itself. They proposed investigat- 
ing Abdallahi's financial mismanagement and his 
wife's foundation. 


GENERAL DISCONTENT 

The immediate trigger for the August 8, 2008, 
coup was Abdallahi’s decision to fire Ghazouani 
as army chief of staff and Abdel Aziz as head of 
the presidential guard. In dismissing them, Ab- 
dallahi overestimated his ability to govern on his 
own, rather than as a front man for his military 
powerbrokers. Some analysts in the region sug- 
gest he was trying to mimic Algerian President 
Abdelaziz Bouteflika, who bolstered his standing 


within his country's bureaucracy so that he would - 


no longer be forced to rely on military officers be- 
hind the scenes. 

But Abdallahi moved too quickly, given that his 
own base was constructed on the remains of the 
old Taya regime, in which army officers had played 
a paramount role. Moreover, Abdallahi failed to un- 
derstand: that without any: personal legitimacy— 
and in the face of increasing public antipathy— 
he stood no chance of remaking himself as a free 
agent, unencumbered by military patrons. 

The immediate response abroad to the 2008 
coup diverged from the lackluster responses to 
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earlier Mauritanian coups, particularly the one in 
2005. The United States immediately cut off non- 
humanitarian aid to Nouakchott and announced 
travel sanctions against top HCE officials in Octo- 
ber of last year. The international community— 
from the UN to the African Union—condemned 
the coup. (In recent months, the HCE’s interna- 
tional isolation has diminished, in part because 
of tacit acceptance of the junta by the leaders of 
Morocco, Senegal, and Libya.) 

At home, unprecedented internal opposition to 
the putsch also emerged, as demonstrators took to 
the streets throughout the country to urge Abdalla- 
hi's reinstatement. Many Mauritanians dislike Ab- 
dallahi, along with his family and cronies, yet they 
recognize that the coup was an affront not only to 
the president but also to the democratic constitu- 
tional process of which they had been proud. 

Since the fall of 2008, political gridlock has 
seized Nouakchott. A coalition of anti-coup par- 
ties, the National Front for the Defense of De- 
mocracy (NFDD), insists on the restoration of 
Abdallahi, who was released from house arrest in 
December. The HCE has thus far ruled with little 
violence, but it has severely curtailed freedoms of 
press and expression. An extra-parliamentary ses- 
sion was convened in December 2008 to discuss 
the crisis, but the NFDD as well as the main oppo- 
sition party, the RFD, boycotted it. 

Meanwhile, the HCE has announced that it 
will hold new presidential elections in June 2009. 
Outside mediators—ranging from the European 
Union to the new African Union Chair Muammar 
el-Qaddafi—are seeking a compromise plan for 
holding elections that critics of the junta will ac- 
cept. But Mauritanian politicians from across the 
political spectrum are demanding that a law pre- 
venting militarv officials from running for public 
office be upheld. To enable his own run for presi- 
dent, General Abdel. Aziz will have to ignore or 
change this law, and thus the elections are unlike- 
ly to be considered legitimate at home or abroad. 


BEHIND THE SHOWDOWN 

The showdown last year between the military 
and Abdallahi's civilian administration arose be- 
cause of an amalgam of factors particular to the 
president and his party. Yet the zot- Mau- 
ritanias democratic experim AED dears a 
structural dilemma inherent Many civilian SQV- 
ernment elected in a state aqfuspER BR amihitary v 
rule. This structural polit pai confréiitation; is 
among the oldest identified fata Artists 
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(see Samuel Huntington's 1957 classic The Solider 
and the State), but it has recently reemerged as a 
particularly salient problem for transitioning or 
unconsolidated democracies. 

According to Pakistan expert Aqil Shah, in an 
environment in which civilian rulers are inexpe- 
rienced, the military often internalizes and acts 
on its belief that it has the right—even a duty—to 
subvert or displace a civilian government when- 
ever the generals deem such a step necessary to 
protect national interests. Further, a successful 
initial coup breeds the success of later coups by 
lowering the normative restraints on military in- 
tervention in politics. 

In a power struggle between civilian and mili- 
tary leaders, the institutional discrepancy between 
the two is overwhelming: After a country experi- 
ences decades of military rule, the military is of- 
ten the only viable, functioning institution with 
the ability to respond to calamitous policies. In 
Mauritania after two decades of dictatorship un- 
der Taya, civil institutions such as newly formed 
political parties and nongovernmental organiza- 
tions were no match for the military. 

Thus there is nothing new about concern for 
the fate of civilian presidents who make their de- 
cisions in the shadow of strong praetorian states. 
The Mauritanian case, however, highlights three 
factors that exacerbate the classic conflict between 
the soldier and the state. The first two factors—a 
difficult political system and a divided society— 
are structural. A semi-presidential system open 
to diverse parties that reflect a multiethnic (and 
in Mauritania’s case, multiracial) society poses a 
challenge to democratization. Such a political sys- 
tem is highly susceptible to deadlock between a 
new president attempting to govern and a parlia- 
mentary opposition. 

The 2006 Mauritanian constitution established 
a semi-presidential political structure, inspired 
by the French Fifth Republic, which combines a 
strong president (who appoints the prime minister 
and cabinet) with a widely representative parlia- 
mentary legislature. Mauritania’s political parties 
have proliferated since the end of the Taya regime, 
and the shifting coalitions among them represent 
multiple and overlapping cleavages in society. 
The country has three main ethnic groups (white 
moors, black moors, and black Africans) and doz- 
ens of tribal groups. It is also divided according to 
ideological differences over the role of Islam. 

During Abdallahi’s administration, a legislative 
rule allówed no-confidence motions to pass with 


the support of just 50 percent of lawmakers. This 
meant that no one cabinet could last long. Abdal- 
lahis governments were consistently vulnerable 
to shifting allegiances among (and within) the 
political parties, including his own. By the end of 
his presidency, the already weak Abdallahi was 
reduced to overseer at a political bazaar, where 
dozens of groups representing ethnic, ideologi- 
cal, and racial constituencies horse-traded on the 
open political market. 

The semi-presidential system in Mauritania en- 
ables parliamentary checks on executive power— 
preventing hyper-presidentialism—but it also 
keeps the civilian government unstable vis-a-vis 
its military competitor. While the military bu- 
reaucracy can appear to remain above politics, the 
civilian executive in such a system must be con- 
stantly doling out concessions and adjusting his 
governing coalition to appease the legislators and 
the diverse constituents they represent. 

It is no wonder that political scientists such as 
Arend Lijphart are skeptical about the appropri- 
ateness of semi-presidential constitutional designs 
for new democracies. Similarly, Lijphart and oth- 
ers have expressed concern about the consolida- 
tion of democracy in deeply divided, multiethnic 
societies. Mauritania has the misfortune of falling 
into both categories. 


THE TERRORIST ELEMENT 

The third factor exacerbating civil-military ten- 
sions is particularly acute in fledgling democracies 
in the Muslim world: Pressure from abroad (and 
from within) to counter terrorist fringe groups 
such as Al Qaeda and its affiliates makes it even 
harder for a civilian president to compete with the 
military’s security apparatus. 

The military strongmen who initiated Mauri- 
tania’s 2005 coup and remained in key security 
positions after the 2007 elections were horrified 
by the Abdallahi governments’ seeming inepti- 
tude in confronting the terrorist threat that in- 
tensified during his first year in office. Abdal- 
lahi was forced to fire his first prime minister, 
Zeidane, in May 2008 after a series of embarrass- 
ing and bungled attempts to arrest and convict 
AQIM members. 

The military men were shocked when Abdal- 
lahi loyalists in the courts acquitted a number of 
terrorism suspects in 2007. One of those exoner- 
ated—on the grounds of insufficient evidence— 
was a suspect who had allegedly traveled with and 
tutored the head of Al Qaeda, Osama bin Laden. 


Sidi Ould Sidna, another among 14 individuals 
acquitted of terrorism charges in 2007, would go 
on to perpetrate the Christmas Eve attack on the 
French tourists. After evading capture for months, 
Sidna was finally arrested in January 2008, only 
to escape from a Nouakchott prison on April 2. 
By late April 2008, Sidna and 20 other terrorism 
suspects had been re-apprehended, but only after 
a series of shootouts between extremists and gov- 
ernment forces north of Nouakchott. 

Even when it seemed that the Abdallahi admin- 
istration had improved its counterterrorism capa- 
bilities, by July 2008 the military elites were in- 


creasingly uncomfortable with the participation of . 


moderate Islamists in the Waghf government and 
the resurgence of Islamic traditionalism in pub- 
lic life. The military men had been accustomed to 
strict bans on religious activities during Taya's rule, 
when Islamists were ruthlessly arrested and exe- 
cuted. To them, the increased salience of Islam in 
political life—as well as the presence of hundreds 
of new mosques in Mauritania built by Saudi Ara- 
bia and other Gulf countries—seemed ominous. 
Abdallahi had brought 
back the Muslim weekend 
(Friday and Saturday), 
constructed a mosque at 
the presidential palace, 
and sanctioned raids on 
Nouakchott bars  sus- 
pected of selling alcohol. 
In the military leaders’ view, the president was 
encouraging the society's religious revival, and 
therefore he was complicit in the AQIM problem. 


OUTSIDERS IN THE PICTURE 

Abdallahi faced a particular bind. Even if he had 
been able to effectively mitigate the AQIM threat, 
he would still be considered “soft” on terrorism 
because of his acceptance of political Islamists 
and Islam in public life. No matter how frequently 
AQIM’s attacks were condemned by the Tawassoul 
Party, the moderate Islamist party included in Ab- 
dallahís May 2008 government, the president's 
critics nonetheless would link increased tolerance 
for Islamism with the increased AQIM threat. 

This connection, drawn out mostly for the con- 
sumption of Western governments such as those 
of France and the United States, was unfair and 
erroneous. In fact, it had been the transitional 
CMJD that had initially encouraged the growth of 
all political and civil groups, including Islamist 
parties. To the transitional military government 


Neighboring authoritarian Arab 
and African regimes are likely relieved 
that the democratic experiment failed. 
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under Colonel Vall, allowing Islamist parties and 
a variety of civil society and political groups to be 
heard represented a stark policy shift away from 
Taya’s repressive treatment of all political oppo- 
nents, but particularly Islamists. 

It was in large part a coincidence that the spate 
of AQIM attacks in Mauritania coincided with Ab- 
dallahi’s first year in office. In 2006, AQIM had 
broken off from a former Algerian nationalist 
militant group (the Salafist Group for Preaching 
and Combat) and vowed to expand the ideologi- 
cal scope of its organization by attacking targets 
across the Maghreb states. 

Meanwhile, even Mauritanians who embrace 
the religious revival adhere to a tolerant form of 
Islam and oppose the loss of life associated with 
AQIM attacks. Mauritanians reacted with disap- 
pointment to the cancellation of the Dakar Rally 
and seemed puzzled at how their nation had been 
overnight transformed, in the words of one ob- 
server, from a “peaceful country” into “a danger- 
ous enemy of the West.” 

Following the playbook of Pakistan's for- 
mer president, General 
Pervez Musharraf, the 
HCE would like lead- 
ers of Western nations 
to assume that, with its 
security expertise and 
hard-line approach to Is- 
lamists, the military gov- 
ernment is the more responsible partner in the 
global war on terrorism. Yet the international 
community has not been fooled so far—as it 
was in the Musharraf case. Condemnation of 
the coup, particularly by Western nations, has 
been widespread and continuing. 

The Bush administration was surprisingly reso- 
lute in prioritizing democratization and constitu- 
tionalism in Mauritania over security interests. 
During Abdallahi’s time in office, the United States 
had sent troops to train Mauritania’s military in 
the far northern deserts, hoping the country could 
act as a bulwark against the southward encroach- 
ment of AQIM. After the coup, Washington imme- 
diately suspended these programs, in addition to 
more than $20 million in non-humanitarian aid. 

The administration of Barack Obama has shown 
no signs of wanting to change course. Thus far, in 
Mauritania anyway, it seems the United States will 
not be tricked into supporting a military regime 
in the name of “counterterrorism” at the expense 
of democratization. 
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AQIM itself is not helping the cause of the dem- 
ocrats. Indeed, to add a bizarre twist to the in- 
terconnectedness between counterterrorism and 
democratization in Mauritania, AQIM has actually 
been helping the HCE underscore the alleged link 
between terrorism and democratic civilian rule. 
First, AQIM announced a holy war to avenge the 
overthrow of Abdallahi’s government. Then, on 
September 15, 2008, it staged the largest attack on 
the military in three years. Assailants ambushed 
an army unit patrolling the desert in Tourine, 530 
miles north of Nouakchott, killing 12 soldiers. 

If AQIM insists on escalating its violence to de- 
fend Abdallahi’s honor, this will only corroborate 
the HCE’s claim that the democratic experiment 
cultivated extremism. 


CAN DEMOCRACY BE SAVED? 

At the heart of the crisis that precipitated last 
year’s coup lies a structural dilemma common to 
many countries—exacerbated by a set of factors 
particular to Mauritania. Weak civilian presidents 
are no match for strong, experienced, bureaucra- 
tized militaries, particularly in brand-new democ- 
racies that are multiethnic and multiracial. And 
the stakes that are at play in the bargaining pro- 
cess between executive and legislative branches 
rise when these deliberations are conducted in the 
shadow of a possible military intervention. 

A civilian president’s difficulties are compound- 
ed, moreover, when he must simultaneously man- 
age both domestic pressures to engage popular 
Islamist parties and domestic and international 
demands to prevent terrorism and augment public 
security. It is no wonder that civilian presidents 
faced with the combination of these pressures 
have capitulated to the military—whether Chadli 
Benjedid in Algeria in 1991 or Muhammad Kaug 
Tarrar in Pakistan in 2001. 

Is there a way out of this dilemma for future 
civilian presidents of Mauritania or states in simi- 
lar predicaments? The primary solution involves 
electing a civilian president with maximum pub- 
lic popularity and credibility. 

Abdallahi entered office as virtually a political 
unknown, a compromise candidate put forth be- 
cause he had no record and came from a well-con- 
nected family. Had Ahmed Ould Daddah—Abdal- 
lahis opponent in the final election runoff and the 
half-brother of Mauritania’s beloved postindepen- 
dence president—won the runoff, recent history in 
Mauritania might have had a different ending. (Ab- 
dallahi beat Daddah 53 percent to 47 percent.) 


Had Daddah won the runoff, with the backing 
of his RFD party, he would have ruled a larger co- 
alition less dependent on military patronage. He 
could potentially have unified various ethnic and 
religious groups in the spirit of his half-broth- 
er, who was renowned for building consensus 
among different political parties and among the 
three main ethnic groups. Moreover, because the 
RFD is already considered independent from the 
military, Daddah would never have had to try to 
release himself from the grip of powerful former 
sponsors. 

Nonetheless, while the specific nature of the 
individual who assumes the presidency—and the 
nature of the various ethnic, religious, and tribal 
groups he represents—might alleviate an endemic 
civil-military power struggle, the very idea of a 
civilian president will continue to be contested. 

The only long-term solution, in Mauritania 
and elsewhere, is to depoliticize the army. Any 
general who has ever served in a military junta 
must be barred from returning to the barracks. 
Such officers should retire, and be given judicial 
immunity and other incentives to do so. Allow- 
ing military leaders who have served in govern- 
ment to go back to the army during civilian rule 
creates a shadow government. It invites a cycle of 
coups and counter-coups. 

That is why the Mauritanian political parties, 
from the RFD to the NFDD, are right to insist that 
the HCE abide by the constitutional clause pro- 
hibiting military men from running for civilian 
positions. 

Even if a compromise solution for the current 
impasse in Mauritania is reached and new, free, 
and fair civilian elections are held, the structural 
tensions between civil and military leadership 
will endure. Indeed, the combustible combination 
of free elections in a multiethnic semi-presidential 
system, Islamist political success, counterterror- 
ism, and military intervention is a common theme 
in politics across the Maghreb region. Images of 
the bloody Algerian civil war are still seared into 
the historical memory of the people. 

Thus neighboring dictators, whether civilian 
or military, will cite Mauritania’s coup to argue 
for the instability and ineffectiveness of multi- 
party democratization, particularly given the 
growth of AQIM in the region. As for the Mau- 
ritanians, they appear eager still to reinstate a 
civilian president, but they are realistic about the 
proclivity of history in their corner of the world 
to repeat itself. m 
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Somali Piracy: A Nasty Problem, 
a Web of Responses 


JAMES KRASKA AND BRIAN WILSON 


n April 12, US Navy Seals staged a dra- 

matic rescue of an American cargo ship 

captain who had been held hostage dur- 
ing a five-day standoff in the Indian Ocean. The 
episode highlighted a problem that has drawn 
increasing international attention over the past 
year: piracy off the Somali coast. Approximately 
125 ships carrying cargo that included oil, weap- 
ons, and chemicals were attacked in 2008. In the 
first two months of 2009, another 30 ships were 
attacked near Somalia. 

To be sure, armed gangs demanding ransom 
have successfully boarded only a small fraction of 
the 33,000 vessels that annually ply the region’s 
strategically important waters—waters that include 
the Gulf of Aden, the key gateway to trade between 
the East and West. Still, several seamen have been 
killed or injured, and the global merchant ship- 
ping supply chain has been adversely affected (for 
instance through increased insurance premiums). 
Some vessels, especially slower ships with low free- 
boards, have opted to avoid the area altogether. 

In response to the crisis, an unprecedented com- 
bination of national commitment, naval force, and 
international action has emerged. Impressive dip- 
lomatic collaboration is unfolding in various ven- 
ues, including the United Nations Security Council 
and the International Maritime Organization. Col- 
lectively, these developments represent a unity of 
effort that presages yet more partnering; utilization 
of the rule of law to address regional instability at 
sea; “out-of-area” employment of naval forces; and 
integration of international organizations to facili- 
tate repression of maritime piracy. Capitalizing on 
this transformational synergy is key to effectively 
battling maritime crime throughout the world. 


JAMES KRASKA is on the faculty of the international law 
department at the US Naval War College. BRIAN WILSON is a 
senior Navy lawyer. 
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FIRE HOSES AND RAZOR WIRE 


The Somalia piracy problem has been simmer- 
ing for years. The country has lacked a function- 
ing government since the early 1990s. Adversity 
and hardship permeate the area. Somalia’s se- 
curity and political environment has long been 
volatile, in part because of endemic poverty and 
an unemployment rate greater than 50 percent. 
These problems have been compounded by for- 
eign poaching of Somali fisheries and a drought 
that has obliterated the country’s agriculture. 

Because piracy is a phenomenon that tends to 
surge when poverty, lack of economic growth, 
and crime are not addressed at the national and 
regional level, the result has been a proliferation 
of piracy in the Horn of Africa. Somali pirates are 
not terrorists pursuing a political cause—they 
are armed robbers at sea. As the leader of one pi- 
rate gang remarked, “What we need is money.” 

Toward that end, pirates successfully boarded 
more than 40 ships in 2008 and took nearly 900 
seafarers and vessel passengers hostage. Current- 
ly, more than 120 people are being held prisoner 
in the vicinity of Harardhere, Somalia, the head- 
quarters of most of the region’s maritime piracy. 
The pirates last year secured from ship, cargo, and 
insurance companies $150 million in ransom pay- 
ments for crews and vessels. 

Last November, for example, Somali pirates 
seized the Sirius Star, a Saudi-owned supertanker 
with a cargo of crude oil valued at $100 million. 
The 25-member crew was held hostage, the pirates 
demanded a ransom, and a two-month standoff en- 
sued. Finally on January 9, 2009, a package said to 
contain $3.2 million was photographed floating in a 
parachute down to the tanker. Later that day, five of 
the pirates drowned with their share of the ransom 
when their small boat capsized as they sped toward 
the Somali shore. 
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The situation has grown so dire that, after the 
seizure of the Sirius Star, the leading Norwe- 
gian shipping group Odfjell suspended transits 
through the area. And Danish shipper Maersk, 
one of the world's largest, is considering forgoing 
the Suez Canal and routing ships around south- 
ern Africa in order to avoid piracy-prone Somalia. 
Such decisions increase the cost of shipping: The 
route around the Cape of Good Hope entails an 
additional 10 to 14 days of transit time. 

Private industry naturally is engaged in the fight 
against piracy. Firms offer vessel security services 
for crew protection and have developed new tech- 
nologies to repel boarders. Ships have ramped up 
their defensive capabilities by employing a variety 
of passive and nonlethal methods, which include 
ringing lifelines with razor concertina wire, em- 
ploying evasive rudder handling tactics, and re- 
pelling boarders with fire hoses. 

But more importantly, remarkable coordina- 
tion has recently unfolded in the fight against pi- 
racy. This includes partnering among countries to 
expand communication, intelligence, legal capa- 
bilities, and maritime security. Over the past few 
years, a spontaneous and loosely linked armada 
of warships from China, Iran, Russia, Britain, 
France, India, the United States, and other coun- 
tries has deployed to the Horn of Africa to protect 
sea lines of communication. 

This coordinated effort already is producing re- 
sults. In the first two months of 2009, while approx- 
imately 30 ships were attacked off the Somali coast, 
only 4 were boarded and hijacked—a significantly 
reduced success rate for the pirates. Internationally 
deployed warships have successfully disrupted pi- 
racy attacks in the region, destroyed pirate skiffs, 
and captured dozens of Somali pirates. 

The campaign has been backed, moreover, by 
impressive diplomacy. In 2008 the UN Security 
Council adopted four resolutions to repress piracy. 
These resolutions are unprecedented in the scope 
and authority that they provide the international 
community to counter threats in the maritime do- 
main. The resolutions prevent pirates from using 
the territorial waters of Somalia to avoid capture, 
increase the number of states deploying naval 
forces to the area, strengthen legal authorities’ 
ability to prosecute pirates, and improve interna- 
tional cooperation, particularly with regard to the 
disposition of captured pirates. The resolutions, 
furthermore, are legally binding on all states. 

In addition to making breakthroughs in multi- 
lateral diplomacy, nations are also working bilater- 


ally and regionally. The United Kingdom and Ke- 
nya in late 2008 signed an agreement that enables 
Britain to transfer piracy suspects to Kenya for 
prosecution. The United States and Kenya final- 
ized a similar accord in January 2009. Washington 
also was instrumental in establishing a UN “con- 
tact group” to help states in the region and interna- 
tional maritime powers better coordinate efforts. 

These collaborative and innovative endeavors, 
which have required overcoming logistical, mili- 
tary, legal, and diplomatic challenges, will likely 
turn out to be the enduring legacy of the Somali pi- 
racy crisis. So, in a surprising way, piracy provides 
an opportunity to harness the collective strength 
of states in securing the maritime domain. 


THE LONG ARM 


Ás a matter of law, piracy is considered an il- 
legal act of violence committed for private (rather 
than political) ends by the crew or passengers of a 
ship against another ship outside of a state's terri- 
torial waters. Inside territorial waters, such crimes 
constitute “armed robbery at sea,” and they are 
the responsibility of the coastal state. But if armed 
robbery at sea occurs just a few meters seaward 
from the 12-nautical mile limit of the territorial 
waters that all coastal states have, it may be con- 
sidered “maritime piracy.” 

This definition of piracy is codified in the UN 
Convention on the Law of the Sea. Yet, despite the 
convention's detailed provisions regarding many 
matters, issues of legal jurisdiction at sea are a 
complex affair, and this complicates international 
efforts to combat piracy. For example, the conven- 
tion assigns primary jurisdiction for law enforce- 
ment at sea to the flag state—a vessel’s nation 
of registry—and lays out specific circumstances 
under which a vessel suspected of piracy may be 
boarded. Yet, because the seas are a combination 
of flag, port, and coastal-state juridical authorities, 
determining which state will assume jurisdiction 
is not always clear. 

Moreover, criminal offenses on the oceans fre- 
quently involve suspects, victims, and witnesses 
who are nationals of various countries. Ensuring 
criminal accountability is further complicated if a 
state does not have domestic criminal codes pro- 
scribing the conduct in question, because that state 
will most likely not have jurisdiction to initiate a 
prosecution, nor have an interest in detaining the 
suspects. What all this means is that internation- 
al cooperation is particularly vital with regard to 
piracy—no single nation in any case has the naval 


capability to patrol the vast areas affected by these 
maritime crimes. 

The definition of piracy codified in the Law of 
the Sea developed from centuries of customary 
international law, but in recent years other defi- 
nitions of piracy have emerged that cover armed 
robbery at sea and other maritime crimes such as 
murder at sea. So far, such supplementary defini- 
tions are mainly used for shipping industry sta- 
tistics. Still, it has been suggested that the politi- 
cal and legal focus on protecting ocean shipping 
would be sharpened if piracy were combined with 
marine cargo theft, maritime drug smuggling and 
human trafficking, and maritime terrorism under 
the single category of maritime crime. 

Historically, piracy has been considered a sub- 
set of violent maritime predation that is not part 
of a widely recognized or declared war. In the 
West, maritime piracy was a feature of life in the 
Mediterranean from the ancient world to the age 
of steam. Throughout two millennia the threat of 
piracy was brought under control only by power- 
ful navies, such as the imperial Roman fleet during 
the reign of Augustus Caesar. 
With the rise of nation states, 
piracy was kept in check by 
powerful Dutch and English 
fleets composed of fast sailing 
ships and, eventually, steam- 
powered vessels. During the 
cold war, large and active 
superpower navies, making 
routine port visits throughout the world, helped 
to contain piracy. 


No EYE PATCHES, MANY VESSELS 

Since the end of the cold war, however, prob- 
lems of failed states and ungoverned areas, of 
‘weak governments and tribalism—problems that 
affect stability and prosperity on land—have also 
promoted piracy at sea. After an upswing in pira- 
cy in the Straits of Malacca and Singapore earlier 
this decade, the littoral states of Indonesia, Ma- 
laysia, and Singapore began cooperating closely to 
suppress piracy. Their efforts have led to a dra- 
matic reduction in the number of piracy attacks 
in Southeast Asia. Yet, just as piracy in Asia was 
declining, regional instability and a declining na- 
val presence in the Horn of Africa fueled a rapid 
increase in piracy off the coast of Somalia. 

Today warships from various countries are on 
station in the Horn of Africa conducting piracy 
repression missions. But this arena is a vast swath 


Somali pirates are not terrorists 
pursuing a political cause. As the 
leader of one gang remarked, 
“What we need is money.” 
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of water, as long as the US Atlantic seaboard—the 
operating area comprises more than 2 million 
square miles. Preventing an attack in an area this 
big is made even more difficult when the crimi- 
nals plying the waters disguise their purpose by 
appearing to engage in legitimate activities, such 
as fishing. As chief NATO spokesman James Ap- 
pathurai has said, pirates do not typically identify 
themselves “with eye patches and hook hands,” so 
it is not immediately obvious that they are pirates. 
And in some instances, pirates feign distress at 
sea, attracting mariners who are bound by inter- 
national law to render assistance. 

Further compounding the piracy problem is a 
lack of capacity within Somalia and neighboring 
states to patrol the regional seas. Indeed, pirates 
routinely seize ships or hostages in international 
waters and then flee into Somalia’s territorial wa- 
ters to avoid capture. As a result, even with the 
large number of warships currently deployed to 
the area, maritime piracy continues to be a daily 
occurrence off the coast of East Africa. 

Still, the international naval presence in the re- 
gion has prevented maritime 
security from deteriorating 
even further. For example, 
a current European Union 
mission against piracy off 
the coast of East Africa, Op- 
eration Atalanta, represents 
the EU’s first deployment as a 
maritime security force. The 
undertaking has benefited shipping immediately: 
A German frigate thwarted an attack.on an Egyp- 
tian ship in December 2008. In January 2009, EU . 
naval forces successfully intervened to stop hi- 
jackings of the Panamanian-flagged S. Venus and 
the Greek-flagged tanker Kriti Episkopi. A French 
warship, a Corvette-class naval patrol vessel, re- 
sponded to the S. Venus and captured eight pi- 
rates, who were turned over to Somali authorities 
for prosecution. 

A cooperative naval operation known as Com- 
bined Task Force 150 (CTF 150) is also at work in 
the region conducting operations against piracy. 
Membership in CTF 150 has varied, with warships 
being provided by Pakistan, Britain, Canada, 
France, and Germany, among others. In 2008, CTF 
150 operations thwarted more than two dozen pi- 
rate attacks. 

In January 2009, the US Fifth Fleet created a 
task force dedicated solely to confronting maritime 
piracy—Combined Task Force 151 (CTF 151). The 
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new task force was created because some navies in 
CIF 150 were operating under counterterrorism 
authority, and did not have the authority to con- 
duct counter-piracy missions within that frame- 
work. CTF 151 accommodates such legal concerns 
by establishing a staff that is focused on maritime 
constabulary issues such as maritime piracy, drug 
smuggling, and weapons trafficking. Australia is 
considering sending a warship to CTF 151; Turkey, 
Denmark, and the United Kingdom have already 
done so. The US Navy has contributed approxi- 
mately 1,000 sailors, along with surface warship 
and naval aviation assets, to CTF 151. 

The infusion of naval assets has materially al- 
tered the operational landscape. However, given 
that attacks are still occurring with disturbing 
frequency, albeit with a reduced success rate, a 
maritime presence alone is not a long-term solu- 
tion. Furthermore, it is unlikely that many of the 
nations that have sent naval forces to the region 
can sustain their deployments indefinitely. Per- 
haps additional means of addressing the problem 
may be borrowed from diplomatic precedents in 
regions outside the Horn of Africa. 


STRENGTH IN NUMBERS 

In Southeast Asia and West Africa, in partic- 
ular, states have invested considerable effort in 
securing sea lines of communication, protecting 
navigational freedoms, and reducing both crime 
and regional instability. This international focus 
has been elevated in recent years—but some such 
initiatives have existed for decades. 

In Southeast Asia, approximately 50,000 ships 
annually transit the Malacca straits, carrying 
one-third of the globe's trade. Pirates in the area 
sometimes wear military uniforms to imitate 
legitimate maritime security forces. After they 
strip fishing vessels of their equipment, typically 
pirates demand "protection money" that varies 
from $3,000 to more than $12,000. These crimi- 
nal acts are occurring in one of the world's busi- 
est waterways, making effective patrolling espe- 
cially challenging. 

Yet piracy in the area has declined significantly 
over the past five years because of decisive state 
action, collaboration, and multiple regional initia- 
tives. In 2004 Asia produced a “Regional Agree- 
ment on Combating Piracy and Armed Robbery 
Against Ships in Asia,” or ReCAAP, the first treaty 
dedicated solely to combating piracy. This Japan- 
led accord has 16 state parties and operates a state- 
of-the-art information sharing center in Singapore 


that fuses and disseminates among member states 
time-critical piracy-related information. 

One year after the introduction of ReCAAP, more 
than 30 nations and international and nongovern- 
mental organizations met in Jakarta, Indonesia, to 
develop a framework to improve maritime safety, 
security, and environmental protection in the 
Straits of Malacca and Singapore. The discussions 
continued in Kuala Lumpur in 2006 and Singa- 
pore in 2007. The meetings resulted in adoption of 
a "Cooperative Mechanism" that is proving effec- 
tive at increasing the number of maritime patrols 
by the straits states, and in attracting donors from 
outside the littoral region to build maritime secu- 
rity capacity in Indonesia, Singapore, and Malay- 
sia. The Cooperative Mechanism is an example of 
unprecedented partnering among littoral states to 
provide for the safety and security of an interna- 
tional strait. | 

In 2008, at the Asia-Pacific Economic Coop- 
eration forum, Malaysia's foreign affairs minis- 
ter called on members of that body to confront 
piracy more aggressively. The Royal Malaysian 
Navy is expected to place a greater emphasis on 
maritime security in the straits, and Indonesia has 
enhanced its maritime ship patrols and airborne 
surveillance. Such a focus could prove beneficial 
for counter-piracy efforts in the straits in 2009, 
as piracy may intensify because of the global eco- 
nomic crisis. ` 

Africa has its own substantial history of mul- 
tilateral anti-piracy efforts. In 1975 the Mari- 
time Organization of West and Central Africa 
(MOWCA) was formed—though only recently has 
the organization realized its potential to create a 
regional maritime security network. Headquar- 
tered in Abidjan, Ivory Coast, MOWCA exercises 
an influential role in port security and shipping 
coordination. The forum supports member states 
in cooperatively managing all maritime issues— 
vessel security and littoral security, maritime 
constabulary functions, safety of navigation, and 
environmental protection. Several programs have 
been launched under the network to enhance col- 
laboration in the international shipping transport 
sector, including an effort to establish a regional 
coast guard network. Of the 25 MOWCA states, five 
are landlocked, a fact that underscores the wide- 
spread support for regional maritime stability. 

In the Red Sea area, cooperation is not nearly 
as developed or structured as in the regions cov- 
ered by MOWCA and ReCAAP. Nevertheless, as- 
sociations are emerging that, although they are 


relatively informal, could prove a vitally impor- 
tant component in piracy repression and region- 
al stability. Red-Sea states are of course affected 
by piracy near Somalia, in the Gulf of Aden. The 
problem is particularly pernicious for Egypt, since 
the Suez Canal generates more than 1 percent of 
Egypt’s gross domestic product and some vessels 
are already avoiding it because of the threat in the 
neighboring Gulf. 

In November 2008, Egypt hosted a meeting in 
Cairo for the Red Sea states to discuss the problem 
of maritime piracy. Representatives from Yemen, 
Jordan, Saudi Arabia, and Sudan, as well as Soma- 
lia, participated in the closed-door sessions. Dur- 
ing a later UN Security Council debate, Egypt's 
representative discussed the deliberations at the 
Cairo meeting. He noted that there had been no 
recent pirate attacks in the Red Sea because of 
the capacity of coastal countries to secure their 
shores—and because of coordination among the 
Arab countries bordering the Red Sea. 

Multilateral efforts are crucial for combating 
piracy off the Somali coast, but bilateral efforts 
are important as well. A 2006 
agreement between India and 
the United States might un- 
derpin one such bilateral ef- 
fort—but the agreement has 
been underutilized. Wash- 
ington and Delhi developed 
the pact to promote maritime 
security cooperation and coordination. The ac- 
cord calls for the two states to conduct bilateral 
maritime exercises, cooperate in search and res- 
cue operations at sea, exchange information, and 
enhance cooperative capabilities. 

In October 2008, 8,500 naval personnel from 
India and the United States participated in “Ma- 
labar,” a week-long naval exercise in the Arabian 
Gulf. The exercise was designed to help both 
countries’ naval forces better understand the tac- 
tics, techniques, and procedures employed by the 
other force, thereby promoting interoperability. 
The Indian navy chief of staff credited such con- 
fidence-building partnership activities between 
the United States and India with improving coor- 
dination and making naval forces more effective 
in fighting piracy off the Somali coast. This senti- 
ment takes on added significance when one con- 
siders the Indian navy's prominent role in Gulf 
of Aden repression operations—Indian warships 
escort many vessels through the Gulf of Aden and 
have thwarted several piracy attacks. 


No single nation has the naval 
capability to patrol the vast areas 
affected by maritime crimes. 
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Unfortunately, years after the presidential-level 
maritime accord was reached between India and 
the United States, the agreement has not yet been 
fully implemented. The two nations still have to 
define and structure protocols for staff-level meet- 


ings and informal discussions, as well as increase 


training, exchanges, and combined maritime ex- 
ercises. 


DISPOSE OF PROPERLY 

Another area in which greater international 
cooperation is needed is "disposition," or the 
component of piracy repression efforts that 
deals with investigation, trial, and punishment. 
Disposition poses enormous legal and political 
challenges for the states involved. The US and UK 
prosecution agreements with Kenya are exactly 
the sort of thing that is required to ensure that 
pirates are held accountable. Previously, mari- 
time powers such as Denmark and France had 
in several instances released captured pirates 
because of the evidentiary and logistical difficul- 
ties in conducting trials originating in the Horn 
of Africa. 

Kenya has been a regional 
leader for disposition and le- 
gal action, having prosecuted 
pirates in 2006 after a US ship 
disrupted a vessel hijacking. 
Kenya has since held piracy 
trials, with trial judges deny- 
ing defense motions to dismiss on jurisdictional 
grounds. 

In the short term, it is critical to ensure that 
those caught hijacking a vessel be brought to 
criminal trial. But to meaningfully reduce piracy 
in the long term, the crushing, sustained poverty 
and lack of governance in Somalia must be ad- 
dressed. In the meantime, as piracy continues off 
the Somali coast, effectively repressing this threat 
to national security interests, shipping, and global 
commerce requires collaboration. We have seen 
how, in Asia, ReCAAP has had a remarkable impact 
in reducing piracy. In West Africa, MOWCA has 
been reenergized and is now a force for regional 
stability. Also in West Africa, a pioneering new 
coast guard network is promising. 

What this tells us is that—although warships, 
UN Security Council resolutions, and legal author- 
ity are all part of the solution to piracy—any politi- 
cal commitment to repressing piracy and safeguard- 
ing a region's waters must, for lasting effectiveness, 
emanate from coastal and affected states. iH 
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PERSPECTIVE 


Africa's Leadership Vacuum 


PHILLIP VAN NIEKERK 


n February, when Libyas Muammar el- 
[3:2 was elected chairman of the African 

Union (AU) and praised as *king of kings," it 
was evident that former South African President 
Thabo Mbeki's dream of an African Renaissance 
was in trouble. 

Indeed, with the exit from the scene of Nige- 
rian President Olusegun Obasanjo and of Mbeki 
himself, the continent has taken a step backward 
irom establishing a new generation of leaders 
committed to fostering development and democ- 
racy; tackling conflict, corruption, and dictator- 
ship; and building a new Africa. 

In the two countries that have long held the 
most potential for pan-African leadership, inter- 
nal issues have prevented such leadership from 
truly developing. In Nigeria, President Umaru 
YarAdua has been largely incapacitated by ill 
health. This has stopped Africa's most popu- 
lous country—the eighth most populous in the 
world—trom being the active force in the conti- 
nent's affairs that it once was (though its peace- 
keepers continue to hold the line in the Darfur 
region of Sudan). 

In South Africa, caretaker President Kgalema 
Motlanthe has kept in place Mbeki's foreign af- 
fairs team, including Foreign Minister Nkosaza- 
na Dlamini-Zuma. But without Mbeki's direction, 
the country's regional policy has lacked energy 
and focus. The ruling African National Congress 
(ANC) has been too preoccupied with internal 
politics to project much coherence beyond the 
country’s own borders, other than to continue 
Mbeki's policies in Zimbabwe. 

The time when Obasanjo and Mbeki were ac- 
tive in pan-African affairs, and tried to build the 
AU into an organization capable of tackling the 
continents economic and political challenges, is 
increasingly viewed as a golden age for African 
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leadership. (This is true even though both Obasan- 
jo and Mbeki are currently vilified in their own 
countries.) The AU now is reduced to attempting 
to manage, without much success, the conflicts in 
Somalia and Darfur. 

Today, the only real contender for a pan-African 
leadership role is Qaddafi. But the Libyan leader, 
while he has enormous clout, is viewed by many 
as an eccentric with a dubious agenda. Qaddafi’s 
pet project for the continent is establishing a Unit- 
ed States of Africa—a wildly implausible concept 
that is at variance with urgent imperatives to ad- 
dress the continent’s political crises as well as the 
global economic storm that is putting at risk AE 
rica’s gains of the past decade. | 

One sign of the continents leadership vacu- 
um is the fact that, although four African lead- 
ers have been toppled bv nondemocratic means 
in recent months—in Mauritania, Guinea Bissau, 
Guinea Conakry, and Madagascar—these trans- 
fers of power have met with only token protests 
from other countries in the region. If Mbeki and 
Obasanjo achieved one thing, it was to create a 
largely coup-free zone in Africa—and to reverse 
violent overthrows of governments when they did 
occur, as in Togo in 2005. Clearly, Africa's ability 
coherently to tackle its own problems—be they 
in Sudan, Somalia, or the Democratic Republic of 
Congo (DRC)—Ahas been compromised. 


THE BIG TWO 

The question now for South Africa is whether 
the incoming president Jacob Zuma will bring in 
fresh ideas and retrieve the country's mantle of 
continental leadership. Mbeki's Africa policy was 
based on soft power and on an attempt to reverse 
South Africa's image, established under white rule, 
as a nation that destabilized its neighbors. But he 
ran a highly personalized foreign policy and often 
bypassed the foreign ministry. 

Mbeki's style worked well when it came to the 
DRC. An Mbeki-mediated conference at South Afri- 
ca's Sun City resort produced the peace agreement 
that ended Congo's civil war (though flare-ups 


of violence have occurred in the DRC's east since 
then) and paved the way for democratic elections 
in 2006. On the other hand, Mbeki's diplomacy 
produced mixed results in the Ivory Coast, and it 
was arguably disastrous in Zimbabwe. 

South Africas “quiet diplomacy" in Zimba- 
bwe, seen by many as a euphemism for appeasing 
Zimbabwean strongman Robert Mugabe, under- 
mined one of Mbeki's core initiatives—the New 
Partnership for African Development, through 
which Africa was to monitor itself and punish bad 
behavior. On the question of Zimbabwe, Mbeki 
also experienced rivalry with Obasanjo. The two 
clashed as well over which African power would 
win the continents seat if the United Nations Se- 
curity Council were expanded. (That idea in any 
case was buried with the departure of Kofi Ánnan 
as UN secretary general.) 

Zuma does not sound much different from Mbeki 
in his foreign policy pronouncements. He recently 
told diplomats that South Africas major foreign 
policy thrust going forward would be the "unity of 
the African continent”—and otherwise delivered 
the sort of platitudes that could have come from 
any African leader in the past two decades. 

However, Zuma's personal associations are very 
different from Mbeki's. He is friendly with Qaddafi 
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and Angolan President José Eduardo dos Santos, 
both of whom had antagonistic relations with Mbe- 
ki. What this means is that Zuma will likely join a 
new network of informal power on the continent 
that includes leaders from the moneyed oil states 
of Libya and Angola—and, if the country ever ap- 
proaches its potential, Nigeria. 

Nigeria has more issues to attend to than just 
a sick president. It faces severe problems in its oil 
sector, the breakdown of its electrical infrastruc- 
ture, continuing conflict in the Niger Delta, and 
now the economic downturn that, among other 
things, has reduced energy revenues. Nigeria's for- 
eign policy initiatives tend to be focused outside 
Africa. The government is trying, for example, to 
balance the emergence of new investing nations 
such as Russia and China, which are challenging 
the traditional British and American dominance 
of the oil and gas sectors. 


OTHER PLAYERS 


Meanwhile, the departure from office of 
Ghana's respected statesman president, John 
Kufuor, has robbed the West African region of 
leadership—although Senegalese President Ab- 
douleye Wade continues to harbor large ambi- 
tions for himself. 
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In East Africa, Kenya has been too afflicted 
by internal problems to play more than a mi- 
nor regional role. In any case, change there will 
come from civil society and not from the politi- 
cal class. (The government remains stalemated 
in a dysfunctional power sharing arrangement 
that could yet break down, precipitating further 
violence.) 

Ugandan President Yoweri Museveni is 
independent-minded and willing to speak truth to 
the continent's old boys’ club. But his image was 
dented when he amended his country’s constitu- 
tion in 2005 so he could stay on as president, and 
also by Uganda’s intervention in eastern Congo. 
Museveni's influence has waned. 

Rwandan President Paul Kagame is a strong 
figure admired in the West for building a suc- 
cessful nation from the ruins of the 1994 geno- 
cide. In Africa, however, Kagame is regarded 
with ambivalence. His most recent interventions 
in the neighboring DRC, including the arrest of 
rebel leader Laurent Nkunda, have been benefi- 
cial in addressing the violence in Congo’s North 
Kivu region. But Kagame’s 
past support for rebels in the 
DRC, and a lack of democracy 
at home, may preclude him 
from being a spokesman for 
the continent. 

That leaves Qaddafi to 
chair the AU. He has bought 
influence by funding political parties in Nigeria, 
the DRC, South Africa, and Kenya. And Libya’s 
sovereign wealth investments around the conti- 
nent have provided economic muscle to Qaddafr's 
political agenda. Yet his history of eccentricity, 
shifting positions, and meddling in African wars 
means that even when he succeeds in buying 
friendship, Qaddafi's attempts to project himself 
as Africa's senior statesman are not taken entirely 
seriously. 

This picture is somewhat depressing, but some 
cause for optimism is provided by the fact that, 
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leadership role is Qaddafi. 


throughout the continent, younger leaders are 
emerging—usually at one or two removes from 
power. Among the more important new leaders to 
have already gained power are Tanzania’s Presi- 
dent Jakaya Kikwete and Botswana’s President 
Seretse Khama Jan Khama. 

Along with older leaders in Zambia and Mala- 
wi, they are pushing to turn the Southern African 
Development Community into a viable organiza- 
tion. They will be tested by the as-yet unresolved 
crisis in Zimbabwe. 


THE ZUMA FACTOR 

In any case, South African leadership is still re- 
quired in Zimbabwe. Zuma’s visceral dislike for 
the excesses of the Mugabe regime contrasts with 
his predecessors tolerance of them—and this 
could provide a new dynamic in the political tur- 
moil there. 

South Africa is already part of a bloc that sup- 
ports a more realistic, gradualist approach to Af- 
rican unity than the one advanced by Qaddafi. 
But whether and how Zuma takes up the chal- 
lenge of regional leadership 
remains, for now anyway, an 
unknown. 

It is a given today in inter- 
national relations that African 
conflicts should be resolved 
primarily by Africans. But what 
happens when African lead- 
ers are either incapable of stepping up to the plate, 
or unwilling to? There is a danger that by default 
foreign powers will simply ignore African institu- 
tions—especially when strategic considerations 
come into play, such as in Sudan or Somalia. - 

Africa's hope for leadership is a younger gen- 
eration that for now remains on the margins. 
The sooner a new wave of leaders is able to exert 
power and moral direction, the better placed the 
continent will be to mediate its own problems 
and ward off outside interference. Until then, the 
dinosaurs rule. Hi 





Hearts of Darkness 


WILLIAM W. FINAN JR. 


érard Prunier’s work on Darfur has made 
him well known in America. It has also 
made him a contested figure. For every 
curious reader who picked up Prunier’s 2005 
book, Darfur: The Ambiguous Genocide, to become 
better informed about the conflict in Sudan’s west, 
it seemed there was also an ethnographer, human 
rights activist, or member of the political science 
professoriate who blasted the volume as academi- 
cally inadequate, as a bastard 
history filled with gross gen- 
eralizations and egregious er- 
rors, and, perhaps worst of all, 
as an analysis that was reluc- 
tant to label Darfur’s violence 
unequivocally as genocide. 
With this second set of readers, Prunier’s new 
book, Africa’s World War, will elicit a response 
similar to the one his last work received. It is 
a huge, almost unwieldy book filled with facts, 
figures, names, terms, and incidents. It covers a 
span of 12 years, shepherding readers across a 
range of countries and personalities related to 
a conflict that recently has become a festering 
wound—after a long time as something worse. If 
errors are to be found among the mass of details 
that Prunier provides, they will surely be noted in 
reviews and perhaps corrected in a new edition. 
But the sweep of Prunier's argument is nonethe- 
less true, and it is true in a way that will render 
trivial any carping about a name misspelled, a 
memo mistranscribed, or a group's ethnolinguis- 
tic lineage incorrectly traced. 


OUT OF RWANDA 

Africa s World War is many stories, but one 
of its main narratives is that the 1994 Rwandan 
genocide—-and its domestic, regional, and inter- 
national consequences—are at the center of what 
later happened in Congo. Although the Rwandan 
genocide was not the cause of Congo's cataclysm 
(in which 4 million people have died from murder, 
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starvation, or disease), it was, according to Pruni- 
er, a “catalyst, precipitating a crisis that had been 
latent for a good many years and that later reached 
way beyond its original Great Lakes locus.” Fur- 
ther, the international community’s failure to ad- 
dress Congo’s troubles adequately becomes all the 
more clear when we understand the insufficiency 
of international policy in Rwanda after the killing 
in that country stopped. 

The first part of Africa’s 
World War is in fact a kind of 
epilogue to Prunier’s ground- 
breaking 1997 book The 
Rwanda Crisis, still the most 
important work published on 
the Rwandan genocide. At one 
time, Prunier supported with almost partisan 
fervor the Tutsi-dominated Rwandan Patriotic 
Front (RPF), which brought an end to the geno- 
cide and dislodged the Hutu leadership in Kigali 
as the West watched from the sidelines. In the 
years since The Rwanda Crisis was published, 
however, Prunier’s sympathies have shifted away 
from the RPF. The group has showed itself to be 
not so much a new start for Rwanda as another 
variety of the “tropical gangsters” who rule much 
of Africa today. But many in the West (when not 
struggling to remember whether it was the Hu- 
tus or the Tutsis who were the victims of the 
genocide) often seem stuck in agreement with 
Prunier’s earlier views. 

Prunier’s description of what happened in 
Rwanda once the RPF and its leader Paul Kagame 
came to power is powerful. “National reconcilia- 
tion” was the rhetorical aim of the new Tutsi-led 
government—but its real aim was very different. 
First the government embarked on what Prunier 
calls the “tutsification” of the genocide, as atten- 
tion was focused on the Tutsi victims of the kill- 
ings. (In fact, not only Tutsis were victims; Hutus 
who had married Tutsis or were associated with 
Tutsis also were marked for death.) The attitude 
of many Hutus following the change in regimes— 
an attitude that also left little room for reconcili- 
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ation—is captured by Prunier in the words of a 
“Hutu woman walking by a heap of decomposing 
corpses and snarling, "Why don’t they clean up 
this mess? It stinks.” 

As many as 2 million Hutus—nearly one-third 
of Rwanda’s post-genocide population—fled to 
neighboring Zaire (as Congo was then called) af- 
ter Kagame’s RPF took over. Tutsis who had es- 
caped the genocide flooded back into urban areas, 
pushing Hutus out of their homes. Meanwhile, the 
country had no order, no security, and no social 
services network. As Prunier writes: 


Most of the police were dead or had fled 
abroad with the former government. So had 
most of the judges, school teachers, doctors, 
and nurses. The various ministries had only 
a skeleton staff left and even the churches, 
which were full of dead bodies, were closed. 
The majority Catholic Church, which should 
have provided some form of moral guidance 
in the midst of the disaster, was in fact deeply 
tainted by the genocide. The Church hierar- 
chy had been very close to the former regime 
and it remained unrepentant after the geno- 
cide, in spite of its sullied record. 


National reconciliation did not take hold at the 
societal level; nor did the new regime resemble 
a cross-section of Rwandan society. The govern- 
ment that came together was not “broad,” with 
Hutu representation, as the international com- 
munity wanted. (Nor could it have been, it seems; 
those with blood on their hands could not have 
been asked to join, and many Hutus with clean 
hands were unwilling to join out of “political cau- 
tion.”) The RPF itself did not seem to think a na- 
tional unity government was in its (and therefore 
the country’s) best interests. 


“SO NOW WE KILL” 

The fact that the RPF was in no hurry to push 
for justice soon became apparent. As Prunier 
writes, “Gutunga agatoki, ‘pointing the finger, 
was ... the dominant mode of bringing about 
charges [against those suspected of participation 
in the genocide—or even those who were not]. 
Detainees were shoved in the jails, and when 
those were full, they were pushed into any avail- 
able closed space, including metallic contain- 
ers for cargo, with tiny air vents and no toilets, 
where many died of suffocation and diseases.” 
Some prisoners choked to death because of over- 
crowding and others were beaten to death by 


drunken jailers. “It was common for prisoners to 
develop ulcers or even gangrene of the feet from 
days of not finding enough room to sit down.” 
By March 1995, 23,000 had been imprisoned in 
these conditions. Most of those who did not die 
languished for the next decade. 

Prunier goes on to implicate the international 
community for not working hard enough to see 
that real justice was administered in Rwanda. In- 
stead, Prunier says, other countries allowed the 
RPF to dictate the terms of retribution while for- 
eign governments focused on an international tri- 
bunal that tried “big name” criminals, who num- 
bered about 400. 

And then there was this incongruity: “The main 
perpetrators of the genocide remained free. Most 
of them were just over the border in Zaire and in 
lesser numbers in Tanzania. Many of the key po- 
litical actors of the former government were living 
in Nairobi where President Daniel arap Moi had 
given them tacit protection because of his strong 
dislike for Ugandan President Yoweri Museveni, a 
close ally of the new regime in Kigali.” 

Although the RPF has been charged with engag- 
ing in genocide itself against the remaining Hutu 
population—and Prunier’s descriptions of prisoner 
abuse do little to discredit this argument—the au- 
thor, who today finds little to like in the RPF that he 
once championed, finds no support for the charge. 
“Were these killings attempts at a ‘second genocide’ ' 
as the former génocidaires and their friends were 
trying to say? Or were they only the unavoidable 
revenge killings that one could expect after such a 
horror? Or was it still something else?” 

“Something else” is the answer. Indeed the kill- 
ing, which was limited and decentralized, acted as 
“a policy of political control through terror.” Pru- 
nier does not absolve the RPF of criminal wrong- 
doing in its march to consolidate control and its 
move toward absolute power after it took over in 
Rwanda. For the longtime members of the RPF, 
“violence was not exceptional, it was a normal 
state of affairs.” Or, as a Tutsi student remarked to 
Prunier when the author confronted him in 1997 
about the RPF's actions: “Sir, we have had no jus- 
tice; so now we kill; what can we do?” 

Prunier acknowledges a certain truth in this 
response. He also notes that in 1995, 154 nongov- 
ernmental organizations operated in Rwanda; it 
was the place to be if you wanted to get funding, 
“just like Ethiopia in 1985 or Somalia in 1992.” 
But because the NGOs were there for “humani- 
tarian reasons,” they did not deal with local po- 


litical conditions—or justice. He singles out for 
special opprobrium the United Nations human 
rights operation and the office of the UN High 
Commissioner for Refugees (UNHCR). “In January 
1995, when trying to visit a dubious mass grave 
site near Kibungo while on an unofficial UNHCR 
visit, was prevented from doing so by the UNHCR 
country director, who accused me of ‘wanting to 
create problems with the government. With such 
attitudes the RPF did not have to worry too much 
about being found out.” 


WHO IS RESPONSIBLE? 

Prunier in Africa’s World War does not just re- 
think and reweave his previous work on Rwanda; 
he sets the stage for discussing how the subse- 
quent tragedy of Congo happened. “Understand- 
ing this process,” he writes, “brings us to the very 
center of the whirlpool which has now sucked in 
a massive chunk of the African continent and set 
in motion a radical re-questioning of the whole 
postcolonial order.” 

The predominantly Hutu refugees who arrived 
in eastern Zaire received a 
welcome—albeit not a con- 
spicuous one—from Presi- 
dent Mobutu Sese Seko, 
who saw in their arrival an 
opportunity. “It enabled 
him,” writes Prunier, “to 
blackmail the international 
community into reaccepting 
him into the mainstream diplomacy from which 
he had been excluded during the last few years.” It 
also provided an opportunity to apply pressure on 
Rwanda by allowing Hutu guerrillas to carry out 
attacks in that country. 

Mobutu enfranchised the new arrivals so they 
could vote in the elections that he promised to 
hold to show his democratic bona fides to the in- 
ternational community. And it was, of course, the 
international community that fed the 2 million 
refugees—that provided, in fact, more aid to those 
in the Congo camps than to the 5 million Rwan- 
dans still in their own country. 

In the years that followed, Mobutu fell from 
power, Zaire became the Democratic Republic of 
Congo, and Laurent-Désiré Kabila took over. He 
was killed and his son “Li'l Joseph” became presi- 
dent, as he remains. Africa’s World War offers a 
close study of these events and the war that was 
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sparked—catalyzed—by the Rwandan genocide. 
Prunier narrates how Rwandan forces attacked 
eastern Congo; how guerrilla forces within Congo 
erupted into the political vacuum that developed 
with Mobutu's ouster; and how the Kabilas weak 
hold on power added to the country's instability 
and violence. 

Folded into this story is another one, about 
the way the war in Congo spread as surrounding 
countries became involved for various political, 
ethnic, and economic reasons (and sometimes all 
three). Kinshasa had its allies: Angola, Namibia, 
Zimbabwe. And it had its foes: Rwanda, naturally, 
plus Sudan, Uganda, Kenya, and others including 
Libya. Standing apart was South Africa, which be- 
lieved it had an interest in seeing Congo fail to 
realize its economic potential. 

Prunier can sometimes overwhelm his read- 
ers with detail. In the course of one particularly 
involved explanation, the author asks: "Does the 
reader at this point want to throw in the towel 
and give up on the ethno-political complexities of 
the region? I would not blame him although I can 
assure him that I am hon- 
estly trying to simplify the 
picture." 

The towel ought not to 
be thrown. Yes, Prunier's 
discussion of the war in 
Congo, and of the pain and 
suffering it has caused, is 
wrenching. But so too is the 
realization that, beginning with 9/11, much of the 
suffering spawned by this regional conflict disap- 
peared from Western media and discussion, and 
from the world's agenda. Africa's World War is one 
place this story is told—indeed, it constitutes now 
the primary source on the conflict in Congo. More 
than that, it is one of the most important books 
written on contemporary África. 

Prunier, in a gripping and devastating conclu- 
sion to his work, illuminates the hearts of dark- 
ness that have for so long corruptly governed both 
Africa's governments and the international com- 
munity in its dealings with Congo, Rwanda, and 
the continent generally. Africa, Prunier sadly ob- 
serves, was "rendered fragile by 30 years of post- 
colonial neglect and exploitation. And the West, 
which was the implicit guarantor of that postcolo- 
nial order, rotten as it may have been, was caught 
napping at everv turn." E 
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INTERNATIONAL 


‘Global economic crisis . " 

Mar. 1—EU leaders hold an emergency meeting in Brussels to 
discuss the global económic crisis and, in particular, deteriorat- 
ing economic conditions in Eastern Europe. Some in the Fast, 
notably Hungary, have called for a region-wide bailout, but such 
appeals have so far been rejected by large Western nations such 
as Germany. Growing east-west tensions heighten longstanding 
questions about whether the EU can thrive as a region that fea- 
tures a common currency but not a common fiscal policy. 

Mar. 8—The World Bank issues a report predicting that in 2009, 
for the 1st time since World War II, the global economy will 
shrink. The banks view is more dire than that put forth in Janu- 
ary by the International Monetary Fund, which projected then 
that the world economy would grow by 1⁄2 of a percentage point 
on the year. ` 

Mar. 14—Finance ministers representing the Group of 20 (the 
worlds 19 largest economies as well as the EU) conclude a meet- 
ing by declaring that G-20 nations will take whatever action is 
necessary to combat the global economic crisis. Beyond that, the 
ministers statement is vague. Over the course of the meeting, 
media attention focuses on reported tensions between the US, 
which is a proponent of fiscal stimulus, and countries such as 
France and Germany, which oppose further stimulus packages 
out of concerns about deficits and inflation. 


NATO 

Mar. 1i—French President Nicolas Sarkozy announces that his 
country will rejoin the military command structure of the North 
Atlantic Treaty Organization, into which it has not been inte- 
grated since 1966. 

Mar. 27— Croatia accession to NATO is ratified by Slovenia, 
clearing the way for Croatia to join the alliance. Slovenian . 
approval had been delayed by a border dispute between the 
2 nations. Set to join NATO along with Croatia is Albania. 


AFGHANISTAN 

Mar. 4—The nations election comrnission € Aug. 20 as 
the date of an upcoming presidential election, despite President 
Hamid Karzais decree days earlier calling for voting to be held . 
in April or May. Karzai accepts the commission's decision, but 
the constitutionality of his serving past May 21, when his cur- 
rent term in office expires; is now in question. Opposition forces 
demand that he step down at that time. 

Mar. 27—US President Barack Obama announces that, in addi- 
tion to the 17,000 combat troops he ordered to Afghanistan 
shortly after his January inauguration, he will send 4,000 

' troops to train local security forces. The deployment is smaller 
than some had expected. Obama also announces that his 
administration will set as-yet-undefined benchmarks for 
the Afghan and Pakistani governments' progress in fighting 
the terrorist organization Al Qaeda as well as the Taliban, a 
militant Islamist group. Obama’s announcemerit comes amid 
reports that the Afghan and Pakistani branches of the Taliban 
plan to join forces against the US in Afghanistan, and that ele- 
ments of Pakistans intelligence services are supplying funding 
and other support to the Afghan Taliban. 

Mar. 29—Afghanistan’s Supréme Court, in a nonbinding deci- 

‘sion, rules that Karzai should remain in office until August 
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voting takes place. If opposition forces do not t accept the courts 
opinion, Karzai has said he will call a grand tribal assembly to 
resolve the issue. 


CHINA 

Mar. 13— Chinese Prime Minister Wen Jiabao in public comments 
characterizes himself as “worried” about the safety of Chinas 
holdings of US government debt and calls on the US "to honor 
its promises and to guarantee the safety of Chinas assets." The 
comments highlight the magnitude of US deficit spending but 
also the extent to which China has enabled US consumption 
through its purchases of debt. Chinas foreign exchange reserves 
are the world’ largest, and more than: half of those reserves are : 
held in dollar-denominated assets. The next day, Obama makes 
reassuring statements regarding the safety of US investments. 

Mar, 23—Zhou Xiaochuan, governor of China’s central bank, pub- 
lishes a paper calling for the establishment of a new international 
reserve currericy to replace the US dollar. Such a system would 
probably involve Special Drawing Rights, an IMF-administered 
instrument based on a basket of major world currencies. 


EL SALVADOR AERE 
Mar. 15—Mauricio Funes of the leftist Farabundo Martí National 
Liberation Front wins a presidential election with 5196 of the 
vote, beating Rodrigo Ávila of the right-wing Arena party. Funes ' 

is El Salvadors 1st president from the left since the country’s 
civil war ended in 1992. He has signaléd he will take a moderate 
approach to governing the country. 


GUINEA-BISSAU 

Mar. 3—Raimundo Pereira, formerly the speaker of the parliament, 
is sworn in as president a day after President João Bernardo 
Vieira is assassinated. The assassination was reportedly carried 
out by the military in retribution for Vieira’s having ordered the 
killing of the army chief of staff. Pereira will purportedly serve 
only for a short time, until elections can be held. 


IRAQ 

Mar. 31—The United Kingdom hands over military command 
of Basra province'to the US. The UKS 4,100 remaining troops 
in Iraq, down from a high of about 40,000, are largely to be 
withdrawn by July.31, with only a few hundred staying on in a 
training role. 


ISRAEL 

Mar. 31—Following February parliamentary elections and lengthy 
negotiations to form a governing coalition, former Prime Min- 
ister Benjamin Netanyahu of the conservative Likud Party takes- 
over as prime minister. Netanyahu, with a, hawkish cabinet that 
includes the nationalist politician Avigdor Lieberman as foreign 

- minister, is not widely expected to make progress toward a 
2-state solution to the Israeli-Palestinian conflict. 


KOREA, NORTH 

Mar. 12—North Korea’ official news agency says it has informed 
aviation and maritime authorities abroad that it will soon launch 
a satellite. Other countries believe that the supposed satellite 
launch is intended to disguise the testing of a long-range mis- 
sile that could carry a warhead as far as the US. The scheduled 


launch intensifies international concern over Pyongyangs 
nuclear weapons program. 


MADAGASCAR 


Mar. 14—About six weeks after he claimed to have carried out 
a coup against democratically elected President Marc Ravalo- 
manana, and 2 weeks after having gone into hiding when that 
purported coup did not immediately result in his gaining power, 
former Antananarivo Mayor Andry Rajoelina resurfaces, once 
again saying he is assuming power. Once again, Ravalomanana 
does not immediately concede the presidency. 

Mar. 15—As the army makes a widely disbelieved announcement 
that it intends to stay out of politics—the top military leadership 
is believed to support Rajoelina—the increasingly embattled 
Ravalomanana offers to hold a referendum to break the country’s 
political logjam 

Mar. 17—Ravalomanana resigns, paving the way for Rajoelina to 
assume the presidency. Over coming days, Madagascars mem- 
bership in the African Union is suspended and the US cuts off 
non-humanitarian aid. 


PAKISTAN 


Mar. 3—Eight people are killed in Lahore as a bus carrying the 
Sri Lankan national cricket team 1s attacked by terrorists. The 
assault on this high-profile target is seen as further evidence of 
the deplorable state of Pakistani security. 

Mar. 11—Amid plans for a national protest march in support of an 
independent judiciary and against the administration of Presi- 


FROM THE ARCHIVES 


The Month in Review © 239 


dent Asif Ali Zardari, the government arrests hundreds and bans 
gatherings of more than 4 people. The driving forces behind the 
march are opposition leader and former Prime Minister Nawaz 
Sharif and a national lawyers’ movement supporting the rule of 
law. 


Mar. 15—With plans for the demonstration proceeding despite the 
effective ban on it, Saarif is placed under house arrest in Lahore. 


Mar. 16—Sharif slips out of house arrest. After a street battle 
between police and Sharif’s supporters, Sharif begins to lead 
the banned march toward the capital, Islamabad. At that point 
the government backs down by announcing it will reinstate 
former Supreme Court Chief Justice Iftikhar Muhammad 
Chaudhry, who had been sacked by former President Per- 
vez Musharraf. The march is called off. The rapprochement 
between Zardari and Sharif, as represented by the judge’s 
reinstatement and the marchs cancellation, reportedly follows 
intense US pressure. 


Mar. 27—A bombing at a mosque outside Peshawar, in northwest 
Pakistan, kills dozens. Peshawar lies near the Khyber Pass, 
where security concerns surround NATOS ability to continue 
supplying its military operations in Afghanistan. 


RUSSIA 


Mar. 30— The World Bank releases a report projecting that Russia's 
economy will contract 4.596 this year and that nearly 6 million 
Russians will sink into poverty unless government action is 
taken. As recently as November, the bank predicted that Russias 
economy would grow by 3% in 2009. 


What Current History authors were saying. . . 


5 years ago 


South Africa's elites have opted to 
continue with a highly corporatist deci- 
sion making model in which the inter- 
ests of big business and organized labor 
are privileged over those of small and 
medium-sized businesses and the unem- 
ployed. . . .The only basis on which this 
generation of workers conceivably can 
compete in international labor markets 
is on price—which, with the current 
regulatory framework, has not been pos- 
sible. The result, effectively, has been to 
shut the unskilled unemployed out of 
labor markets. . . . 


ANTOINETTE HANDLEY 
The New South Africa, a Decade Later 
May 2004 


10 years ago 


Japan has . . . taken advantage of its 
unique role as a nonwhite nation with 
close ties to the developing South and 
embraced the imperative of South-South 
cooperation as an alternative to tradi- 
tional North-South conceptualizations 
... . According to Japanese policy mak- 
ers, both Asia and Africa have suffered 
the same colonial past and have con- 
fronted the same challenges of socio- 
economic development. Both regions 
should therefore attempt to learn from 
each other's experiences, with the 
implicit assumption that Africa should 
attempt to learn from Asia's success in 
promoting development. 


PETER J. SCHRAEDER 
Japans Quest for Influence in Africa 
May 1999 
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SOUTH AFRICA 

Mar. 23— South Africas government scuttles the vanish of 
the Dalai Lama, the spiritual leader of Tibet, in a peace confer- 
ence meant to promote the 2010 World Cup and to unite people 
through sports. À government spokesman maintains that the 
Dalai Lama has been barred not because of pressure from China 
but so that he does not distract from South Africa's role as the 
World Cups host. China characterizes the Dalai Lama as a dan- 
gerous proponent of Tibetan independence. 

Mar. 24—The conference is canceled by its organizers as 2 win- 
ners of the Nobel Peace Prize—retired Anglican Archbishop 
Desmond Tutu and former South African President FW. de 
Klerk—say that because of the Dalai Lamas exclusion they will 
not attend. 


SUDAN ` 

Mar. 4—The International Criminal Court (ICC) issues an arrest 
warrant for Sudanese President Omar Hassan al-Bashir pursuant 
to alleged war crimes and crimes against humanity carried out 
in the Darfur region. The Sudanese government immediately 
orders more than a dozen aid groups working in Darfur to cease 
or limit their operations there. It is estimated that at least half 
of the assistance reaching the region soon stops as a result. The 
warrant represents the 1st time that the ICC has sought the 
arrest of an incumbent national leader. 


UNITED KINGDOM 

Mar. 7—In Northern Ireland, 2 British soldiers are killed and 4 
people are wounded when gunmen from the Real IRA, a splinter 
group of the Irish Republican Army, mount a gun attack outside 
an army base. Two days later, a constable is killed in a gun attack 
mounted by a different splinter group, the Continuity IRA. The 
groups appear set on sparking violence that could unravel the 


Good Friday Agreement of 1998, which largely brought an end 
to decades of violence between Catholics and Protestants. Days 
after the 2nd attack, authorities arrest several well-known IRA 
members as suspects in the killings, setting off a stone-throwing _ 
riot in the Catholic section of a town outside Belfast. ` 


UNITED STATES 

Mar. 18— The Federal Reserve Bank announces it will buy $1 tril- 
lion worth of government bonds and mortgage securities. Thé 
action is significant not only because of its vast scale but also 
because it shows the Fed deviating from its normal policy of 
influencing the money supply by buying short-term rather than 
long-term debt instruments. 

Mar. 23— Treasury Secretary Timothy Geithner announces details 
of a plan to clean up banks’ balance sheets by encouraging the 
auction of the banks’ bad real estate assets to private investors. 
Under the plan, the government is to lend private investment 
firms up to 85% of the purchase price of the assets that they buy 
and to match the equity stakes that investors take. Geithners 
plan, though it exposes the government to significant risk and 
gives it comparatively little chance of financial reward, prompts 
a rally in financial markets. 


VENEZUELA 


Mar. 15—President Hugo Chavez, continuing a series of radical 
steps he has taken in recent months to consolidate his control 
over Venezuela’ politics and economy, orders the nationaliza- 
tion of several seaports important to the petroleum industry. The 
move comes after the recent nationalization of some foreign- 
owned agricultural concerns. In February Chavez succeeded in 
winning public approval of a referendum abolishing term limits 
on the presidency, thus allowing him to continue standing for 
reelection indefinitely. 
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China and East Asia 
| David Shambaugh: Asia in Transition: 
The Evolving Regional Order 


Elizabeth Economy: 
Chinas Environmental Challenge 


Russia and Eurasia 
| Lilia Shevtsova: Russias Ersatz Democracy 
| Marshall I. Goldman: Russias 
| Middle Class Muddle 
Michael McFaul: Russia and the West: 
A Dangerous Drift 


The Middle East 
Ahmed Rashid: Letter from Afghanistan: 
Are the Taliban Winning? 
Hala Mustafa and Augustus Richard Norton: 
Stalled Reform: The Case of Egypt 
Juan Cole: A “Shiite Crescent”? 
The Regional Impact of the Iraq War 
Foreign Policy 
Andrew J. Bacevich: 
Requiem for the Bush Doctrine 
G. John Ihenberry: 
The Strange Triumph of Unilateralism 
Thomas Carothers: 
Democracy Sobering State 


Current History Binders 


John ]. Mearsheimer; China's Unpeaceful Rise 


Current History’s New, Improved Website: currenthistory.com 


Visit currenthistory.com to see the current issue, search our archives, or read 
Current History’ annual Global Progress Report. You can also order subscriptions, 
activate instant online access, and order special products. 





Among essays available in Current History's archives: 


Latin America 


Jorge Castañeda and Patricio Navia: 


The Year of the Ballot 
Arturo Valenzuela: Bevond Benign Neglect: 
Washington and Latin America 
Terrorism 
Peter Warren Singer: 
America, Islam, and the 9/11 War 
Bruce Hoffman: From the War on Terror to 
Global Counterinsurgency 
Matthew Bunn and Anthony Wier: 
The Seven Myths of Nuclear Terrorism 
Lurope 
Charles A. Kupchan: Europe and America 
in the Middle East 
Olivier Roy: Europe's Response to Radical Islam 
South and Southeast Asia 
Pratap Bhanu Mehta: 
Globalization and India’s Sense of Itself 
Stephen Philip Cohen: America and Pakistan: 
Is the Worst Case Avoidable? 
Africa 
Gerard Prunier: The Politics of Death in Darfur 
Stephen Ellis: The Roots of African Corruption 
Letitia Lawson and Donald Rothchild: 
Sovereignty Reconsidered 





Current History in the Classroom 


Current History is available for classroom use with discounts for issues or 
individual articles. For information about classroom orders or reprint permissions, 
call toll free: 1-800-293-3755 (from outside the USA: 215-482-4464). 





A sturdy, hardcover binder will protect Current History for permanent reference. 
The easy-to-use binder holds a vear of Current History securely in place over 
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OVER THE PAST YEAR, Russia drew harsh criticism in 
reaction to its August 2008 war with Georgia, and 
the country’s oil revenues and stock values shrank, 
along with its reserve fund. Yet, if the Kremlin’s 
assertiveness in foreign affairs has softened, one 
discerns little evidence of it today. President Barack 
Obama promised to “reset” US relations, and in a July 
summit did sign a pact to reduce nuclear arsenals. 
But hopes for improved ties rest on pragmatism, not 
warmth. Indeed, in a culture seemingly dominated by 
cynicism and nationalism, Obamas visit to Moscow 
made less of a splash than did a news photograph 
of Prime Minister Vladimir Putin, shirtless, astride 
a horse. Our October issue will take up themes 
related to Russia and its international outlook. Topics 
scheduled to appear include: 


e US-Russia Relations: Where's the "Reset?" 
Dmitri Trenin, Carnegie Moscow Center 


* Next Steps for Arms Control 
Steven Pifer, Brookings Institution 


* Russia's Enduring Identity Crisis 
Andrew Kuchins, 
Center for Strategic and International Studies 


* Will Moscow Help with Trouble Spots? 
Yury Fedorov, Chatham House 


* The Kremlin's Corruption Conundrum 
Kathryn Hendley, University of Wisconsin 


* Behind the Curtain in Central Asia 
Alexander Cooley, Barnard College 


* Moscow's New Economic Strategy 
Samuel Charap, Center for American Progress 
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The China-US Relationship Goes Global..................... Kenneth Lieberthal 


The elevation of the global economy and climate change to the top of the bilateral agenda 
introduces new opportunities and perils into the relationship. 


Is Beijing Ready for Global Leadership?...................... Evan S. Medeiros 
China is unquestionably a global actor, but it does not yet see itself as a global power, even less a 
global leader. 


Unruly Stability: Why China's Regime Has Staying Power. ...... Andrew G. Walder 
A proliferation of local protests notwithstanding, economic reforms have worked, today’s youth 
display national pride, the leadership is unified—and the party-state is more secure than ever. 


China's Beleaguered Intellectuals....................40..264.+Merle Goldman 


Public intellectuals in China continue to face repression and censorship, yet increasingly they have 
found ways to get their voices heard. 


Is Japan Lost Again? ........ 0... cece cece cece eee eeeeececeeccees Edward J. Lincoln 
A shrinking population and continuing uncertainties about the impact of economic reforms limit 


Japan's prospects for a resumption of vigorous growth. 


In China's Economy, the State's Hand Grows Heavier............Barry Naughton 
A massive injection of liquidity, while forestalling a recession, has also put the long-term health of 
the nation’s economy at risk. First in a series on changing relations between governments and markets. 


PERSPECTIVE 


The North Korea Problem: Dealing with Irrationality............. Bruce Cumings 


Why is it so hard for Washington to learn from its mistakes in responding to Pyongyangs regularly 
recurring provocations? 


BOOKS 


The Revolution Will Be Digitized ........................... Kate Merkel-Hess 


A new book argues that online mobilization and contention in China are not so much a force for 
change as they are a manifestation of developments already occurring in society. 


FOUR MONTHS IN REVIEW 
April-July 2009 


An international chronology of events, country by country, day by day, from April through July, 
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“If the two sides can engage effectively..., Sino-US relations will enter a new stage in which ties will 
become deeper, stronger, more stable, and more important for the international system than ever before." 


The China-US Relationship Goes Global 


KENNETH LIEBERTHAL 


hat should be expected in US-Sino 
relations under the administration 
of President Barack Obama? During 
the tenure of President George W. Bush, rela- 
tions developed relatively smoothly. When Bush 
left office the. relationship could reasonably be 
described as mature, wide-ranging, constructive, 
and candid. Each of these dimensions of the rela- 
tionship reflected protracted effort on both sides. 
"Mature" conveys that the leaderships of the 
two countries had gotten to know each other 
well; had some understanding of each others 
goals, operating styles, and major concerns; and 
recognized the value of maintaining effective ties 
even when significant problemis arose. None of 
this was true 30 years ago, in the early days after 
normalization of US-Sino relations. Today, major 
. problems can arise in one part of the relationship 
without jeopardizing the two sides' capacity to 
manage other issues of mutual concern. 
"Wide-ranging" reflects the reality that the two 
governments now deal with each other regularly 
across an extraordinary array of issues, including 
not only traditional matters of diplomacy, econom- 
ics, or security, but also such concerns as public 
health, the environment, science and technology, 
and education. Accordingly, a broad array.of regu- 
lar. meetings occurs between the two governments 
as a matter of course. For most ministries in each 
government, it would be unusual for a week to go 
by without direct contact with counterparts in the 
other country. 
“Constructive” indicates that both countries 
value development of the relationship and there- 
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fore look for ways to reduce tensions, manage 
differences, and solve problems. Neither side 
intentionally seeks to undermine US-Sino ties. On 
many issues, of course, differences between China 
and the United States are significant. Such will 
always be the case in relations among major pow- 
ers. But in recent years each side has sought to 
make the relationship work more effectively. 
"Candid" highlights that each side has learned 
how to convey its serious concerns in top-level 
meetings. Both sides, for example, can make clear 
their views on human rights. Interest in human 
rights will not disappear from US foreign policy, 
and China will express its own views on this topic. 
Without a capacity to raise and discuss serious 
and sensitive issues such as this, the US-China 
relationship inevitably would run into trouble. 


MUTUALLY ASSURED DISTRUST 

If, by themselves, the four adjectives cited 
above fully defined US-Sino relations, prospects 
for the relationship’s future would be very bright. 
But the reality is more complex than this, for two 
reasons. First, the US-China agenda going forward 
will include important, relatively new issues that 
will increasingly shape the overall relationship. 
The most prominent among these today are 
the worldwide economic downturn and climate 
change. Indeed, the advance of global issues to 
a prominent role in bilateral affairs marks a sig- 
nificant change in the US-China relationship and 
presents both opportunities and perils. 

Second, the single biggest failure of 30 years of 
diplomatic ties ketween Washington and Beijing is 
that neither side, even today, trusts the long-term 
intentions of the other toward itself. Close observ- 
ers of US-China relations constantly hear evidence 
of this lack of trust as they listen to concerns 
voiced in each capital. 
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In Beijing, many believe that the United States 
is simply too zero-sum in its thinking and too 
wedded to maintaining its position of global hege- 
mony ever to allow China to realize its aspirations 
of being wealthy and strong. This belief causes 
many Chinese rather readily to believe that vari- 
ous American actions conceal a nefarious plot to 
limit and complicate Chinas rise. 

Some in China believe, for example, that the cur- 
rent global recession not only started in America but 
was designed by Americans to undermine Chinas 
economy. Some see US concerns about climate 
change, and US pressure on China to make burden- 
some commitments to reduce carbon emissions, 
as an American scheme to slow China's economic 
development. To an American ear such allegations 
seem outrageous, but that does not make them 
any less credible to Chinese who distrust Americas 
long-term intentions toward the Peoples Republic. 

Comparable distrust of Chinas long-term 
intentions exists on the American side. Many 
Americans with significant influence on policy 
making believe that, as China becomes wealthy 
and strong, Beijing will 
seek to marginalize the 
United States in Asia. 
Because Asia is such a 
dynamic and important 
region, an attempt to mar- 
ginalize America there 
would directly threaten 
key US interests. Many Americans are also deeply 
troubled by China's annual double-digit military 
budget increases and the growing capabilities the 
Chinese military is acquiring. 

This distrust on both sides is deeply rooted. 
Moreover, because the distrust concerns long- 
term (that is, 10-to-20—year) intentions rather than 
immediate goals and policies, it is very difficult 
to change. And it has serious consequences. It 
produces behavior—primarily in terms of military 
planning and development—that is geared toward 
protecting national interests if things go wrong. 
Each side has some understanding of the other 
side’s long-term military investments, and each 
takes this information as confirmation that its dis- 
trust is warranted. This situation could, of course, 
amount to a self-fulfilling prophecy that over time 
increases the chances of US-Sino relations shifting 
from constructive to antagonistic, at potentially 
great cost to both sides. 

As both Washington and Beijing look to the 
future, therefore, they should specifically address 
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The advance of global issues to a 
prominent role in bilateral affairs 
presents both opportunities and perils. 
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attention to a key question: How can each side 
credibly signal that its preferred outcome over the 
course of the coming decades is that the United 
States and China maintain a normal big-power 
relationship, one in which the two sides cooperate 
when they can and try to manage and mitigate dif- 
ferences when their interests set them apart? This 
is not an easy task—conspiracy theorists in each 
country will always be able to develop seemingly 
plausible stories to “explain” how superficially 
good intentions in reality mask nefarious goals. 
But the task is critical. 


FLASH POINTS 

The United States and China face a large, dif- 
ficult, and significant agenda of ongoing issues. 
Some of these will pose tough challenges that 
will test the maturity of the Sino-US relation- 
ship in the period ahead. North Korea's nuclear 
program is one important example. China took 
the lead in the six-party talks meant to address 
the issue and has played a skillful role in keeping 
this process going in the face of various obstacles. 
But the issue remains far 
from resolved. And now it 
appears that North Korea 
may be experiencing inter- 
nal political difficulties 
that diminish the chances 
of Pyongyangs agreeing 
to and then implementing 
compromises leading to the full termination of its 
nuclear program. Indeed, the provocative behav- 
ior displayed by North Korea during the spring of 
2009 signaled major new difficulties in keeping 
the nuclear talks moving forward. 

The cross-strait issue, of course, also remains 
unresolved. The past year has witnessed serious 
progress toward creating a more stable, win-win 
situation across the Taiwan Strait. Even so, much 
remains to be done to relieve the concerns of both 
sides. In particular, both sides have addressed the 
military and security dimensions of the cross- 
strait situation in principle, but so far there has 
been no significant concrete progress. The capa- 
bilities of the Peoples Liberation Army (PLA) 
continue to increase with respect to Taiwan, and 
the United States remains committed to provid- 
ing Taiwan with sufficient military capability to 
address the potential military threat it faces. None 
of the sides—Beijing, Taipei, or Washington— 
wants to see military force ever used across the 
strait, but the status quo inevitably raises periodic 


tensions—such as when America authorizes addi- 
tional arms sales to Taiwan. 

Military-to-military relations between US forces 
and the PLA have developed to some extent but 
still remain far below the level necessary to develop 
mutual understanding and trust. The PLA’s ongoing 
modernization and expansion of its capabilities pre- 
dictably raise issues for the US military, just as ongo- 
ing US weapons systems development, and changes 
in deployments in Asia, attract serious attention in 
the PLA. It is thus becoming more important for the 
two militaries to increase the frequency, depth, and 
scope of their contacts and to address issues such 
as arms control and mutually understood opera- 
tional rules, especially as the two countries' navies 
increasingly work in the same spaces. 

The multilateral architecture in the Asia-Pacific 
region is undergoing rapid development and 
change. New multilateral forums and combina- 
tions of countries gathering for various types of 
consultations seem to proliferate like bamboo 


shoots after a spring rain. It is important for the 


United States and China to welcome each other 
into any wide-ranging Asian multilateral forum in 
which either one participates. This would increase 
mutual trust and reduce the chances of polariza- 
tion in the region, but it has not always happened 
to date (witness the East Asia Summit and the 
Shanghai Cooperation Organization). 

A voluminous literature treats each of the above 
issues, and most articles on Sino-US relations deal 
with one or more of them. Notably, all are bilat- 
eral concerns or problems that concern China’s 
periphery. These are the types of issues that have 
traditionally shaped US-China relations. In the 
past, the United States and China have sometimes 
taken up more general issues or issues that con- 
cerned places farther from China’s shores—such 
as nonproliferation and developments in the 
greater Middle East—but these until now have 
remained at the margins of the US-China relation- 
ship. Given China’s rapidly growing power and 
global engagement, some of these issues will now 
become more significant in Sino-US relations. For 
example, opportunities now exist for China and 
the United States to engage much more fully on 
problems across the Middle East—from Pakistan 
and Afghanistan, to Iran, to the Arab-Israeli ques- 
tion, to energy security in general. These chal- 
lenges are all interrelated; America’s approaches 
to this vast region are changing; and China’s own 
interests in the area have grown to the point that 
systematic Sino-US engagement is warranted. 
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But even more important, the most critical 
global issues are for the first time moving to a 
central place in the US-China relationship. The 
prominence on the agenda of both the global eco- 
nomic downturn and the issues of clean energy 
and climate change is relatively new: The eco- 
nomic crisis only developed in the final months of 
the Bush administration, while the climate change 
issue stayed at the margins of US-China relations 
until President Bush left office. 

If the two sides can engage effectively on these 
issues, Sino-US relations will enter a new stage in 
which ties will become deeper, stronger, more sta- 
ble, and more important for the international sys- 
tem than ever before. The resulting cooperation 
could, in turn, reduce the mutual distrust about 
each country’s long-term intentions. 


THE DOLLAR TRAP 


The global economic difficulties now at the cen- 
ter of international attention began with a financial 
crisis brought on by failures in regulation and man- 
agement in the US financial services system. Other 
countries and institutions had fully participated 
in that system to reap its benefits, and as a conse- 
quence when problems developed the contagion 
proved extremely rapid and widespread. 

The resulting economic problems directly 
involve the United States and China on both 
bilateral and multilateral levels. The two coun- 
tries’ economies are highly interdependent in 
ways that go far beyond the bilateral trade rela- 
tionship. China holds the vast majority of its 
foreign currency reserves in US dollars, primarily 
in various debt instruments in the United States. 
US economic recovery plans have included issu- 
ing a large amount of new sovereign debt, and 
it is important to the United States that China 
continue to purchase a portion of these new debt 
obligations. Beijing, in turn, views US economic 
recovery as critical to China’s own prospects for 
returning quickly to the growth rates to which it 
has grown accustomed. 

The United States needs to consult closely and 
work cooperatively with China to address both 
the bilateral issues that are related to economic 
recovery and also multilateral issues concerning a 
restructuring of the global financial system’s regu- 
latory framework and substance. It is too early to 
ascertain how effective this effort at consultation 
and cooperation will be. This is in part because it 
is still unclear exactly how deep and long-lasting 
the global downturn will prove to be. 
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It is not too early, though, to highlight some of 
the difficult issues and contradictions with which 
the United States.and China have to wrestle. 
President Obama adopted bold fiscal and regula- 
tory measures to get ahead of the crisis and limit 
its scope and severity. But this required running a 
high budget deficit (exactly how high will depend 
on the pace of economic recovery). The presidents 
economic calculations include an assumption that 
China will continue to purchase US debt instru- 
ments at a significant level. Otherwise, the cost 
of US borrowing—and therefore the size of the US 
deficit—will grow significantly larger. 

But China is nervous about how much it has 
already invested in US debt instruments, and it 
fears that the US government will resort to print- 
ing dollars as one way to reduce its real debt bur- 
den. A mildly cheaper dollar could be in China’s 
interests because it would make Chinese exports 
somewhat more competitive, as long as China 
kept the value of the renminbi (RMB) roughly 
fixed in relation to the dollar. But a major decline 
in the value of the greenback would cost China 
many billions of dollars in the value of its foreign 
exchange holdings. Other countries, moreover, 
would object strongly to the RMB5 following the 
dollar all the way down, thus making it difficult 
for China to respond to major dollar deprecia- 
tion by allowing its own currency to depreciate 
as well. China thus wants the United States to 
spend enough to restore economic growth but 
also to manage its expenditures wisely so as to 
maintain the basic value of the dollar—a difficult 
balancing act. 

Many Chinese are advising that China is already 
too heavily invested in dollar assets and should 
stop buying US debt. (Indeed, some believe China 
should start selling off US debt and move its funds 
into RMB or other currencies.) But China is caught 
in what might be called a “dollar trap.” It holds 
so many dollars that if it tries to sell enough of 
them to make a serious impact on its exposure, 
the sale itself will weaken the dollar and increase 
the value of the currencies China is purchasing 
instead. China in that case would lose a great deal 
of money simply by trying to reduce its dollar 
exposure. If, on the other hand, China holds onto 
its dollars, then US treasuries provide a source of 
debt that is deep, flexible, and secure (except for 
the exchange rate risk)—a very desirable -set of 
qualities in a time of uncertainty. 

Nothing will completely eliminate the con- 
tradictions and tensions in this set of monetary 


issues. But at a minimum, the United States and 
China should maintain consultations that are more 
in depth, frequent, and transparent than they have 
ever been before. This could help ensure that each 
side is sensitive to the requirements of the other, 
understands the other's strategy and concerns, and 
is not surprised by developments as they occur. 
All of this should contribute to increasing confi- 
dence and stability. 


A CONSUMING PROBLEM : 

The United States and China also need to con- 
sult closely over macroeconomic adjustments. 
Fundamentally China realizes that it needs to 
increase personal consumption as a component 
of gross domestic product. Currently China's 
level of personal consumption as a percentage of 
GDP is close to the lowest in the world. Beijing 
has recognized the need to change this situation 
for several years, but during this time personal 
consumption has actually declined as a percent- 
age of GDP, despite government efforts. Now that 
exports have dropped off significantly, the need to 
increase domestic consumption demand has pro- 
portionately become even more pressing. 

In terms of stimulating demand in the short 
run, the largest single item in the $586 bil- 
lion stimulus package that China's government 
announced in November 2008 is infrastructure 
development. This spending will increase domes- 
tic demand but also production capacity, and puts 
China at risk of massive overcapacity if exports 
do not revive substantially in the next two years 
and domestic demand otherwise remains low. At 
that point, additional infrastructure investment as 
a way to keep stimulating the economy would be 
far more difficult to sustain. 

The United States has the opposite problem. It 
permitted personal consumption to rise to such 
a level that the country for the past several years 
had no net personal savings. This high consump- 
tion model became possible because of a mistaken 
presumption that housing prices would continue 
to rise, which led banks to extend excessive credit 
to homeowners based on the (inflated) imputed 
value of their houses. The United States now 
needs to transition to a positive rate of personal 
savings—and the transition seems to be occur- 
ring extraordinarily rapidly. In the months since 
the initial acceleration of the economic crisis, 
Americans have suddenly remembered their tradi- 
tional ethic of thrift, and the personal savings rate 
has leaped to about 5 percent. 


The problem is that high American personal 
consumption and high Chinese personal sav- 
ings are directly linked, each enabling the other. 
Effectively, the United States has borrowed China’s 
savings to finance personal consumption. At the 
same time, China has accumulated the money 
to maintain high savings and make loans to the 
United States by producing goods that Americans 
buy with their consumer dollars. The complexi- 
ties, moreover, do not end there. 

While the United States wants to increase per- 
sonal savings over the long-run, it wants to foster 
personal consumption now in order to get out of 
a short-term economic crisis. And. while China 
wants to increase personal consumption for the 
sake of domestic demand, it must also build insti- 
tutions and capabilities to enhance its social safety 
net. Doing the latter involves long-term invest- 
ments that do not produce the short-term stimu- 
lative effects that new infrastructure investments 
provide. But without social safety net enhance- 
ments, most Chinese will still want to save for 
unexpected expenses or bad times, and personal 
consumption is unlikely to 
rise significantly. 

The necessary adjust- 
ments are thus truly society- 
wide in each country. At least 
three to five years will be 
required to make these chang- 
es and put them on a sustain- 
able footing. During this time, it makes enormous 
sense for the United States and China to consult 
closely on their macroeconomic adjustment policies 
and plans, as each side can reduce its own problems 
by being more sensitive to developments in the 
other country. This is one of the major issues that is 
a focus of the new Strategic and Economic Dialogue, 
to which President Obama appointed Secretary 
of State Hillary Clinton and Treasury Secretary 
Timothy Geithner as special representatives. 


TRADE AND TROUBLE 

Another potentially serious matter is the issue 
of Chinese exports of goods and capital. China is 
now trying to increase exports in order to bolster 
employment. To do so, it is enhancing various 
forms of assistance to exporters. At a time when 
the US unemployment rate has approached double 
digits, such Chinese policies could engender a 
very strong and negative political response from 
America—and this is especially true if China also 
increases nontariff barriers to US imports. 


Sea level rise will submerge 
Los Angeles at the same time 
it submerges Shanghai. 


The China-US Relationship Goes Global. e 247 


Chinese firms at the same time may seek to 
purchase undervalued real manufacturing assets 
in the United States. If they do this, they need 
to be sensitive to the importance of present- 
ing their efforts to Americans as high-quality 
deals—deals that seek to grow the US firms, create 
jobs, and produce win-win situations. If Chinese 
merger and acquisition efforts instead appear to 
be “vulture” investing—that is, using takeovers 
to acquire brands and technology, strip assets, 
and undermine jobs—then such investing could 
become a source of major US-China tensions. 

Meanwhile, if America’s long-term personal 
saving rate is at 5 to 8 percent, sufficient demand 
for US' goods and services can be created only if 
exports increase. But China’s recovery and growth 
strategies depend on a revival of its own exports. 
The potential for trade frictions is obvious. 

Multilaterally, the United States and China 
are critical participants in reshaping the global 
financial regulatory system. As recently as late 
2008, it seemed unclear whether China would 
play a proactive role in suggesting new ideas 
and promoting new policies. 
But in the run-up to the 
Group of 20 meeting in April 
2009, when Beijing began to 
take initiative on the issue 
of a global super-sovereign 
reserve currency, it became 
apparent that China might 
play a more active role in the global talks than 
previously expected. 

The United States will, as always, be very active 
in putting forward ideas and working to shape 
revisions to the global financial system’s architec- 
ture and rules. And US and Chinese interests will 
not be identical. China wants over the long term 
to reduce the role of the US dollar as the global 
reserve currency, while the United States has little 
interest in seeing that occur. Given the array of 
issues in international finance and financial regu- 
lation that China and the United States face, and 
given the complex connections among many of 
these issues, close Sino-US consultation is a neces- 
sary part of reaching global consensus on how to 
move forward. 

The issues revolving around financial uncer- 
tainties and the global recession are of core 
national importance to each country. Tremendous 
room for cooperation exists—as does tremendous 
room for disagreement and misunderstanding. If 
the latter becomes the dominant story, the chances 
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of mutually destructive protectionism will rise, 
and it will be harder for everyone to emerge from 
the current downturn. Close consultation could 
lift US-China relations to a new level both bilater- 
ally and in terms of global impact. But failure to 
consult closely, and to find ways to reduce prob- 
lems, could produce profoundly negative effects 
on mutual trust, expectations, and outcomes. 


THE HOT TOPIC 

Alongside the global economic situation, cli- 
mate change now ranks as an equally significant 
issue on the bilateral agenda. Climate change 
played a relatively minor role in US-China rela- 
tions until the end of the Bush administration. 
President Bush himself did not believe the 
government should play a substantial role in 
addressing the climate change threat. His treasury 
secretary, Henry Paulson, by contrast, believed 
deeply that global warming posed a threat to 
future civilization, and he sought to develop 
cooperation with China to address the issue. In 
mid-2008 the United States 
and China signed a 10-year 
framework agreement on 
the environment and clean 
energy. This pact provides 
one basis for future coopera- 
tion, but relatively little was 
accomplished under it before 
Bush left office. 

The centrality of climate change in Sino-US 
relations is growing rapidly for four reasons. 
First, President Obama’s view of the issue is the 
opposite of President Bush’s. For Obama, shifting 
to a low-carbon economy—both domestically 
and globally—must be one of America’s most 
important goals, and the government has a seri- 
ous role to play in this project. Indeed, the devel- 
opment of clean energy ranks with resolving the 
economic crisis and addressing domestic health 
care and education as his highest priorities. 

Second, the Chinese government has greatly 
increased its own attention to climate change in 
the past two years. As reflected in the govern- 
ments white paper on the issue in October 2008, 
China now views itself as one of the countries 
most vulnerable to the ravages of climate change, 
and this requires major efforts in China at both 
adaptation and mitigation. 

Third, the scientific community’s understand- 
ing of the speed, scope, and consequences of 
climate change is improving rapidly. Almost every 


Some in China believe that 

the current global recession 

was designed by Americans 
to undermine China's economy. 


new major scientific study of the phenomenon 
makes clear that previous studies underestimated 
the degree of global warming’s danger and over- 
estimated the amount of time available to take 
strong remedial action. 

Fourth, a meeting is scheduled for Copenhagen 
in December 2009 to adopt a new climate frame- 
work agreement as a successor to the Kyoto 
Protocol. As a result, the-international community 
is paying enormous attention to the issue this 
year, and everyone is looking particularly at the 
Ámerican and Chinese postures. Yet, in both the 
United States and China, taking strong domestic 
measures to reduce carbon emissions is very dif- 
ficult because it affects powerful interests. — 

The way the United States and China handle 
the issue of clean energy within their own borders 
affects, moreover, the ability of the other country's 
leadership to adopt effective measures. China's 
leaders find it harder to take rigorous measures 
when the United States, a richer and more tech- 
nologically advanced country that is also a major 
carbon emitter, does not 
itself take a leadership role. 
Similarly Chinas record on 
carbon emissions plays into 
the domestic debate in the 
United States. Obama wants 
the Congress to adopt legisla- 
tion that effectively puts a cap 
on overall carbon emissions 
and imposes a price on carbon. But the opponents 
of such “cap-and-trade” legislation point to China 
and argue that making carbon emissions costly 
in the United States will simply provide Chinese 
enterprises (and foreign investors in China) with 
a competitive advantage because China is not 
imposing a comparable cost on its carbon emis- 
sions. The result, they argue, would simply be 
an increase in Ámerican unemployment and no 
reduction in global emissions. 

Each side, therefore, wants the other to do 
more—partly in order to create a better environ- 
ment for advancing its own efforts to restrain car- 
bon emissions. This presents a natural environment 
in which to foster cooperation, but it also presents 
another arena in which failure to achieve coopera- 
tion might increase mutual suspicion and tension. 


AFTER YOU, PLEASE 

The Obama administration is anxious to avoid 
repeating Bill Clinton's experience with the Kyoto 
Protocol—the Clinton administration signed the 


document but was unable to win enough domestic 
support to implement it. Thus the administration 
hopes, before Copenhagen, to achieve real progress 
on domestic actions, laws, and regulations in order 
to instill international confidence that the United 
States can follow through on what it agrees to do. 
If Obama can honestly say to the US Congress that 
China is very concerned about the issue of climate 
change; is taking strong measures to deal with it; 
and is willing to work with the United States and 
others to advance the goal of reducing emissions 
of greenhouse gases—the president’s chances of 
legislative success increase considerably. 

In the past, US and Chinese officials, technical 
specialists, firms, and nongovernmental organiza- 
tions have interacted quite extensively on issues 
related to global warming: But their interactions 
have lacked the momentum, direction, and sup- 
port that would result from an explicit agreement 
between the two countries’ presidents and govern- 
ments to form a clean-energy partnership to pro- 
mote better outcomes on carbon emissions. The 
United States and China in fact can identify many 
aspects of the climate change issue in which coop- 
eration would provide mutual benefits. An overall 
partnership agreement would greatly enhance 
prospects for capitalizing on this. 

The issue of clean energy goes to the heart of 
both countries’ economies, and it is. inherently 
an issue that will remain on the agenda for many 
decades to come. Large-scale cooperation around 
this issue could, therefore, greatly enhance the 
range: of serious working relationships between 
the two societies, and the long-term nature of 
the cooperation could instill greater trust in each 
other's long-term intentions. 

When it comes to the problem of carbon emis- 
sions, of course, serious disagreements exist over 
issues of principle. These center (from the Chinese 
perspective) on cumulative historical emissions, 
per capita emissions, and the two countries' stages 
of development—or (from the US perspective) on 
current emissions and future trajectories, total 
national emissions, and legacy structures and 
styles of life. These differences reflect the perspec- 
tives of developing and industrialized countries. 

The reality, though, is that sea level rise will 
submerge Los .Angeles at the same time it sub- 
merges Shanghai, and cooperation cannot wait 
until all participants agree on the "correct" per- 
spective. China and the developing countries are 
raising issues that are accurate and have merit— 
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and the same is true of the issues raised by indus- 


trialized countries. No progress is likely to be 
made on cooperation if each side makes the other 
side’s capitulation on these issues a condition for 
moving forward. 

Therefore each side, while reserving differences, 
needs to seek common ground, acknowledge that 
the perspective of the other side reflects serious 
realities, and achieve pragmatic cooperation on an 
issue that threatens both sides and will not wait. 
In this way US-Sino cooperation on this vital glob- 
al issue—involving the world’s most important 
developed country and the world’s most important 
developing country—could help bridge the divide 
between industrialized and developing nations in 
global negotiations over how to respond to the 
threat of climate change. 


TWO ROADS 

The climate change challenge highlights both 
the global nature of the key issues that are moving 
to the center of Sino-US relations and the very high 
stakes in how these issues are handled. Finding a 
way to enhance serious consultation and coop- 
eration would strengthen US-China relations and 
move the relationship to a new stage. Cooperation 
on this issue would inherently be so long-term 
and so central to each society, moreover, that it 
could contribute significantly to reducing the dis- 
trust that each side currently harbors concerning 
the willingness of the other to maintain a coopera- 
tive relationship over the long run. 

Both the United States and China want a 
cooperative, productive relationship, and the two 
countries already have extensive experience in 
managing the ongoing issues that have shaped 
their relationship to date. But the critical global 
issues now moving to the center of Sino-US rela- 
tions will significantly affect ties going forward. 

How America and China deal with each other 
regarding these new global challenges will to a 
significant extent determine the relationship’s 
prospects over the long term. Will Beijing and 
Washington overcome their mutual distrust over 
long-term intentions and create the “positive, 
cooperative, comprehensive” twenty-first-century 
relationship touted by Presidents Obama and Hu 
Jintao at their April meeting in London? Or will 
Sino-US relations instead enter very troubled ter- 
ritory? The long-term consequences of the intro- 
duction of global issues into the bilateral agenda 
may be very large. Hi 
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“Beijing has been largely working within—indeed, deftly leveraging the current inter- 


nauona system: to aa its foreign policy objectives.” 
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time for China's leaders. Among elites in 

China, a tinge of triumphalism is in the air. 
The world media are awash in speculation about 
. a historical tipping point from the United States 
to China. All the major Western economies have 
been wounded. Their financial institutions, once 
seen as the white knights of global capitalism, 
have fallen—some fatally. China now boasts the 
three largest banks in the world, positions recently 
held by American behemoths like Citigroup and 
Bank of America. 

The Group of Eight, meanwhile, has become 
anachronistic as a concept almost overnight. The 
Group of 20 has emerged as its de facto succes- 
sor, with China as a leading member. The first two 
summits of G-20 heads of state, held in Washing- 
ton and London, the Mecca and Medina of the 
Western financial system, were pregnant with op- 
portunity for China. What was China—now the 
world’s third-largest economy and trading pow- 
er—going to do? Would it assume the mantle of 
global leadership? 

In fact, Beijing’s actions were far from what 
the clairvoyants of: the new discipline of “geo- 
economics” had been predicting. At the.Washing- 
ton G-20 summit in November -2008, China’s ini- 
tial response to the financial crisis was to say, in 
essence,, “we will help the world by helping our- 
selves.” China’s “contribution” was a 4 trillion ren- 
minbi ($590 billion) domestic stimulus package, 
some of which was already in the pipeline. During 
the London summit in April 2009, China lobbied 
for a greater voice in the International Monetary 
Fund (IMF) but was reluctant to commit funds 


qs global financial crisis has been a heady 
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to recapitalizing it. Even more telling was the 
US-China bargaining at the summit. During the 
negotiation of parallel press statements, there was 
much agreement on the severity of the economic 
crisis and the need for coordinated action. Yet Chi- 
nese diplomats made sure one word was eliminat- 
ed from their statement: leadership. 

China's behavior. in Washington and London 
was instructive. China has become a truly global 
actor. There are few global problems for which 
Beijing is not a necessary part of the solution. 
Simply by changing itself, China affects the world. 
China’s policy makers and its people enthusiasti- 
cally accept the attention and deference resulting 
from China’s position as a rising power that the 
world increasingly needs. However, for China, 
there are also limits. China’s policy makers regu- 
larly point out that their foreign policy serves do- 
mestic goals of reform and development. Chinese 
leaders fear that taking on too many responsibili- 
ties would divert their attention and drain their 
nation’s resources. 

The result is an emerging tension between the 
international community and China: The world 
wants China to do more while Beijing gingerly 
gropes its way forward with its newfound status, 
influence, responsibilities, expectations, and con- 
straints. While China may be a global actor, it does 
not yet see itself as a global power—even less a 
global leader. And Chinese leaders want to keep it 
that way, at least for now. . 


A WINDOW OF OPPORTUNITY 

Understanding China's view of its role in the 
world begins with an understanding of its past 
experiences. Chinese policy makers and scholars 
look at.the world through three historically deter- 
mined lenses that color and shade their percep- 
tions of China's position. 

First, China is in the process of reclaiming its 
status as a major regional power and, eventually, 


as a great power—although the latter goal is not 
well defined or articulated. Chinese policy makers 
and analysts refer to China’s rise as a “revitaliza- 
tion” and a “rejuvenation.” Second, many Chinese 
see themselves as victims of “100 years of shame 
and humiliation” at the hands of Western and oth- 
er foreign powers, especially Japan. The govern- 
ments promotion of this victimization narrative 
over the past 60 years has fostered an acute sensi- 
tivity to coercion by foreign powers and especially 
infringements (real or perceived) on its sovereign- 
ty. Last, China: has a defensive security outlook 
that stems from fears (based on historical experi- 
ence) that foreign powers will exploit its internal 
weaknesses in order to constrain or coerce it. 

These views inform more tangible perceptions of 
China’s current external environment. There is now 
a widely held belief that China’s success is inextri- 
cably linked to the rest of the world, more so than 
ever before. In the words of China’s 2008 national 
defense white paper, “the future and destiny of Chi- 
na have been increasingly closely connected with 
the international community. China cannot devel- 
op in isolation from the rest of 
the world, nor can the world 
enjoy prosperity and stability 
without China.” At the same 
time, a. pervasive uncertainty 
persists among elites about the 
range and severity of threats to 
China’s economic and security interests. For some, 
China has never been so secure; for others, the 
number and types of security threats are growing, 
which motivates deep insecurity about the future. 

On balance, China's top leaders have concluded 
that their external environment is favorable and 
that the next 15 to 20 years represent a “strate- 
gic window of opportunity" (zhanlue jiyuqi) for 
China to achieve its ultimate objective of national 
revitalization through continued economic, social, 
and military development. Chinese policy makers 
seek, to the extent possible, to extend this window 
of opportunity through diplomacy. 


COHERENT STRATEGY 

China's perceptions of its interests and place in 
the world have produced a distinct set of foreign 
policy objectives and policies. These collectively 
comprise a relatively coherent (but not always 
consistent) international strategy. 

First, as Chinese policy makers have articulat- 


ed for decades, China seeks to maintain a stable . 


international environment to facilitate continued 





For China; acting locally now 
requires that it think globally. 
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reform and development at home. This domestic 
focus entails a growing variety of external require- 
ments: China actively uses its diplomacy to ex- 
pand access to markets, capital, technology, and 
natural resources. Second, China seeks to reas- 
sure the international community that its growing 
capabilities will not undermine other states' eco- 
nomic and security interests, particularly those of 
China's Asian neighbors and countries it sees as 
"major powers." 

Third, Chinese diplomacy, especially in Asia, 
seeks to reduce the ability or willingness of other 
nations, singularly or collectively, to contain, con- 
strain, or otherwise hinder China’s revitalization. 
Fourth, China is striving to diversify its access to 
energy and other natural resources, with a focus 
on África, the Middle East, and Latin America. En- 
ergy security encompasses diversifying both sup- 
pliers and supply routes. Fifth, China seeks to re- 
duce Taiwan' international space and limit other 
nations’ ability to confer legitimacy on Taiwan. 
Manifestations of this goal have moderated in the 
past year following improvements in cross-strait 
relations, but the objective re- 
mains a core one. 

China has developed a bevy 
of new and effective ways to 
pursue these five objectives. 
Beijing has established “strate- 
gic partnerships" with devel- 
oped and developing countries alike and has initi- 
ated high-level "strategic dialogues" with several 
major powers. It has embraced multilateral insti- 
tutions, in every region and on several functional 
issues. China's expansion of its role in existing or- 
ganizations and its formation of new organizations 
have become staples of its regional diplomacy. 

China's use of economic diplomacy is robust 
and multifaceted; it includes not only bilateral 
trade but also outward direct investment, finan- 
cial arrangements, development aid, and free trade 
agreements to advance both economic and politi- 
cal objectives. China's military diplomacy now in- 
corporates extensive participation in United Na- 
tions peacekeeping operations, high-level defense 
exchanges, joint exercises, and joint training and 
education; reassurance is a major goal of these en- 
hanced efforts. 

What does this all mean for China’s role in the 
world? 

China has been largely working within—in- 
deed, deftly leveraging—the current internation- 
al system to advance its foreign policy objectives. 
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It sees more opportunities than constraints in us- 
ing the current system to promote its interests. 
Chinas international behavior is not ideological- 
ly driven. Beijing has not pursued a revolutionary 
foreign policy that seeks primarily to acquire new 
territory, forge balancing coalitions, or advance 
alternative models of economic development or 
global security. 

China, in sum, is not trying to tear down or 
radically revise the current constellation of global 
rules, norms, and institutions on economic and se- 
curity affairs. Rather, it has been seeking to master 
them to advance its interests—an approach that, 
to date, has proved quite productive for Beijing. 

To be sure, China has been dissatisfied with cer- 
tain attributes of the current status quo, such as 
the undetermined status of Taiwan and US global 
predominance in security and, more recently, in 
economic affairs. Beijing’s response has been to 
leverage the system to address its concerns. This 
strategy has included attempts to reduce the rela- 
tive power and influence of the United States, 
such as questioning the US 
dollars role as the world’s 
reserve currency. But China 
does not currently seek to 
confront the United States 
to erect a new international 
order, nor does it have the 
capability to do so. 

China's overall approach 
has been geared more toward attracting and bind- 
ing others to it, rather than directly challenging 
their interests: It is more gravitational than con- 
frontational. It seeks to create an environment in 
Asia, and globally, in which states are drawn to, 
become reliant on, and thereby are deferential 
to Beijing. It sees this as a way to reduce vulner- 
abilities, minimize constraints, and thus maximize 
freedom of action. 


RELUCTANT TO LEAD 

China's worldview and its international strategy 
produce a unique reluctance to be a global leader. 
China wants the status and influence associated 
with global activism but it fears the burdens of 
leadership. Chinese leaders still approach their 
international behavior from the vantage point of 
domestic affairs: using foreign policy to assist the 
increasingly complex tasks of economic and so- 
cial development at home. As such, China's policy 
makers worry their country lacks the expertise to 
be effective as a global leader and that trying to play 





China is moving away from a strict 
interpretation and application of 
the principle of noninterference 

in the internal affairs of states. 


such a role would divert political and economic re- 
sources away from national development. 

This disposition has a strong basis in Com- 
munist Party doctrine—a significant, though not 
insurmountable, barrier to change in a Leninist 
political system. Two decades ago, Deng Xiaoping 
cautioned Chinese leaders “not to fly their flag” 
(bu kang qi) and “not to stick their head above the 
fray” (bu dang tou); perhaps most famously (and 
inscrutably), Deng also counseled them “to hide 
their capabilities and bide their time” (tao guang 
yang hui). These ideas continue to influence in- 
ternal debates, especially on controversial foreign 
policy issues that require a break from past prac- 
tice. Given the prominence of Deng’s judgments 
in Communist Party orthodoxy, these ideas can 
constrain—and have constrained—high-profile 
international activities. 

Policy manifestations of China's reluctance to 
lead abound, in the past and today. It took almost 
a decade before Beijing was willing to support UN 
Security Council action against North Korea and 
Iran's nuclear weapons pro- 
grams, preferring to support 
its developing-nation breth- 
ren and their skepticism 
regarding nonproliferation. 
For the past several years, 
China has quietly rejected 
entreaties to join the G-8, 
arguing in part that it had 
not reached that level of development. Meanwhile, 
President Hu Jintao specifically termed his exter- 
nal strategy in the most benign manner possible: 
^peaceful development." He did so to signal ex- 
plicitly a desire to avoid the experiences of past 
rising powers (for example, Nazi Germany and 
Imperial Japan) that prominently staked claims 
to global leadership by challenging the dominant 
powers at the time. 

More recently, China's top diplomats were quick 
to reject any notion of a US-China *G-2" strate- 
gic condominium because they feared it would 
needlessly thrust China into the global spotlight 
at the very time it needed to tackle the immodest 
task of reengineering its national growth strategy. 
(Privately, Chinese elites relished the idea that the 
United States and China would be treated as the 
two most powerful countries in the world.) 

As a further indication of a reluctance to lead, 
China continues to be adept at free-riding off the 
progress of other states and institutions. China's 
leaders, for example, reiterate that they will fully 


participate in international climate change and 
arms control negotiations, but only after the 
major powers responsible for originally creating 
these problems have made binding and costly 
commitments. ' 


CAPACITY CONSTRAINTS 

China’s role as a global leader is limited not 
only by the country’s reluctance to take on such 
a responsibility but also by:capacity constraints. 
Beijing’s foreign aid bureaucracy, for example, suf- 
fers from serious communication and coordina- 
tion problems. No single organization sets policy 
on foreign assistance or harmonizes the provision 
of development and humanitarian aid with the 
much larger category of government-supported 
overseas investment. Indeed, Beijing does not 
even publish a single figure for how much off- 
cial development assistance and state-subsidized 
investment China dispenses each year. A major 
reason that China has long resisted conducting a 
regular dialogue on foreign aid policies with US 
agencies is precisely that Beijing cannot decide 
who will lead China’s delegation. 

This lack of coordination results in behavior 
that has undermined China’s image and its eco- 
nomic and political interests, especially in Africa. 
It has even put China at cross purposes with in- 
ternational financial institutions such as the IMF. 
Contributing to this problem is the fact that Chi- 
na’s Foreign Ministry has no effective economic 
component, which could coordinate the country’s 
diplomatic, trade, and investment goals. Some of 
China’s main economic agencies, such as the Fi- 
nance Ministry, are politically weak institutions 
and have little authority to make international 
economic policy. These limitations will only be- 
come more glaring as China’s activities in global 
economic institutions become more complex and 
prominent. 

‘China has twice tried and failed to produce a 
Ministry of Energy to coordinate both internal 
energy policies and their external manifestations. 
As Erica Downs of the Brookings Institution has 
argued, China’s national-level energy bureaucracy 
is understaffed, underfunded, and lacking in po- 
litical authority vis-a-vis the increasingly influen- 
tial state-owned energy companies, which are well 
staffed, well funded, and in possession of substan- 
tial political clout. 

These imbalances have had major consequences 
for China’s foreign policy. The equity investments 
of Chinese energy firms have had undue influ- 
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ence in shaping Chinas policies toward Sudan, the 
Middle East, Russia, and Central Asia. Where cor- 
porate interests diverge from national interests, the 
former have tended to dominate in recent years. 
President Hu and Prime Minister Wen Jiabao are 
notably trying to address this issue. 

Chinas national security bureaucracy is plagued 
with problems arising from excessive secrecy; 
from divisions among the civilian, intelligence, 
and military decision-making structures; and from 
a lack of means to coordinate between civilian and 
military organizations. These problems have re- 
sulted in slow and haphazard responses to crises 
with international dimensions. Prominent exam- 
ples of these weaknesses include China’s delayed 
and inadequate response to the SARS epidemic, the 
prominence of the military’s narrative in the April 
2001 incident involving a downed US surveillance 
aircraft, and the tardy and vague explanation of 
China’s January 2007 test of a direct-ascent anti- 
satellite weapon. 

Weaknesses of this sort will become more prob- 
lematic for China’s foreign relations as the mili- 
tary improves its force projection capabilities and 
conducts operations beyond China’s immediate 
periphery. Some military activities, such as subma- 
rine patrols, are already raising concerns among 
China’s neighbors. 


GREATER EXPECTATIONS 


Internal and external pressures for China to 
play a more prominent, if not leading, role in in- 
ternational affairs are. growing. The external re- 
quirements for ensuring continued economic and 
social development at home are intensifying and 
have assumed new dimensions. For China, acting 
locally now requires that it think globally. 

Thus domestic pressures such as urbanization 
and increased energy consumption have led Chi- 
na, within the past decade, to expand significantly 
its trade and investment with Latin America and 
the Middle East, regions once of marginal interest. 
Trade with these regions is now the fastest growing 
aspect of China’s global trade and will be critical to 
sustaining a modest level of exports in a global re- 
cession. Importantly, China’s growth requirements 
have thrust energy security onto its foreign policy 
agenda and, in doing so, have given considerable 
influence.to state-owned oil companies in the for- 
mulation and execution of China's foreign policy. 

One of the newest and most influential internal 
pressures for a greater global role is the Chinese 
people. They are tuned into China's policies and 
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practices on global affairs, and they voice their 
views. Chinese “netizens” in the spring of 2005 
initiated an online petition to derail Japan’s bid to 
become a permanent member of the UN Security 
Council, sparking a few days of violent anti-Japan 
protests in Shanghai. Anti-Japanese sentiment 
among the public has consistently constrained the 
leadership’s ability to put China-Japan relations on 
a stable footing. 

Of even greater significance, Chinese citizens 
now are traveling and living abroad more than 
ever before. According to Chinese data, 32 million 
Chinese citizens traveled abroad in 2006; 7,000 
Chinese companies were operating or investing 
abroad; and 670,000 citizens studied or worked 
abroad, with about 100,000 in Africa alone. As 
China’s international footprint expands, the Chi- 
nese people expect their government to do more 
to protect both their investments and their physi- 
cal security. Between 2004 and 2007, according 
to Chinese data, 27 Chinese citizens were killed 
abroad (in Ethiopia, Pakistan, and Afghanistan), 
45 were kidnapped (in Pakistan, Nigeria, and 
Iraq), and some 911 were evac- 
uated from crises in Lebanon, 
East Timor, Tonga, and the Sol- 
omon Islands. 

The international commu- 
nity expects more of China as 
well. Many nations now want 
China, as the greatest current 
producer of greenhouse gases, to accept binding 
quantitative limits on these pollutants; at a mini- 
mum the international community agrees that, 
for any climate change solution to be meaning- 
ful, China must participate. Most Asian policy 
makers see China as the key to coercing North 
Korea to give up its nuclear weapons program, 
even if this provokes some instability on China’s 
northeastern border. An important external moti- 
vation for China to expand its international reach 
came in 2004 and 2005 during the tsunami di- 
saster in Southeast Asia. China was embarrassed 
and frustrated that it could not provide much hu- 
manitarian aid due to the military’s limited airlift 
and sealift capabilities and its lack of experience 
providing crisis assistance. 

In the current global recession, the world looks 
longingly to China as one of the only large econ- 
omies that continues to grow. Although China’s 
economy is less than a third the size of America’s or 
the European Unions (at market exchange rates), 
China's importance to global growth is increasing. 


While China may be a 
global actor, it does not yet 
see itself as a global power. 


The IMF estimates that China will account for as 
much as 60 percent of global growth during the: 
current downturn, and that by 2014 China's gross 
domestic product could be 50 percent as large as 
Americas. As China shifts to a more consump- 
tion-oriented growth model, its domestic market 
may play a bigger role in the economic growth of 
its Asian neighbors (assuming they adjust their 
growth models accordingly). In 2008, in fact, Chi- 
na exceeded Japan, for a second consecutive year, 
as the largest retail market in Asia. 


A BIGGER COMFORT ZONE 

These internal and external pressures have in- 
duced a variety of new behaviors that reflect Chi- 
nas recognition that it can and should do more. 
Beijing increasingly sees the need and opportunity 
to be more active, even assertive, globally. China, 
for example, has moved far away from its original 
reluctance to be heavily involved in the North Ko- 
rean and Iranian nuclear crises. In both of these 
cases, China within the past five years has sup- 
ported multiple UN Security Council resolutions— 
including imposition of UN 
Chapter 7 economic sanctions, 
penalties it had long abjured. 
As the convener of the six- 
party talks on North Korea's 
nuclear program, China has 
assumed de facto leadership in 
managing that crisis. ` 

China is moving away from a strict interpre- 
tation and application of the principle of nonin- 
terference in the internal affairs of states, which 
has long circumscribed its foreign policy. Beijing's 
involvement, albeit limited, in managing the po- 
litical crises in Sudan and Myanmar offers some 
evidence of this. As Chinas political and econom- 
ic investments in such countries have grown and 
China has become more comfortable with using 
its influence to effect change, Beijing has come to 
recognize the net value of promoting political sta- 
bility and reducing violence in these regions. 

One of the most interesting, if perhaps omi- 
nous, shifts has been in China's military doctrine 
and operations. Chinese military strategists now 
state that the Peoples Liberation Army (PLA) is 
transitioning from an exclusive focus on the de- 
fense of “Chinese territory" to a new and addition- 
al focus on the protection of *Chinese interests." 
China's latest defense white paper highlighted that 
the PLA now sees “military operations other than 
war (MOOTW)” as a new mission—a concept that, 


for US strategists, includes maritime interdiction, 
peace operations, protection of sea lanes, noncom- 
batant evacuation, and many other tasks. 

Recent forays into this new world of MOOTW 
include China’s deployment of naval vessels to the 
Gulf of Aden off Somalia’s coast to participate in a 
UN-sanctioned counter-piracy operation. This was 
a first for the PLA. The military also just commis- 
sioned its first hospital ship (the “Peace Ark”) and 
other large naval vessels that will allow it to con- 
tribute to humanitarian relief operations far from 
China’s borders. 

These new missions and capabilities reflect 
China’s desire to be seen as contributing to global 
“public goods” in a manner consistent with Chi- 
nas stated policy of acting like a “responsible ma- 
jor power." They could also be the harbinger of 
improved power projection capabilities that could 
be used to enforce maritime territorial claims or to 
secure access to resources. 


A PLACE AT THE TABLE 


Yet another important force is motivating China 
to play a leading role in international affairs: Chi- 
nese policy makers want to participate in shaping 
global rules, norms, and institutions. In part for 
reasons of status and in part for tangible influence 
over these processes, China wants more “voice op- 
portunities.” This has been most evident in Bei- 
jing’s multilateral diplomacy: China has created 
new organizations (for example, the Shanghai Co- 
operation Organization and the China-Africa Co- 
operation Forum) and expanded its participation 
in existing ones (for example, the Association of 
Southeast Asian Nations Regional Forum). 

China’s role as an agenda- and rule-setter will 
only become a more prominent feature of its di- 
plomacy in the future. Experience in these realms 
will.also push China to think about the cost-benefit 
ratios associated with leadership. 

To date, however, China’s actual track record in 
the shaping of international rules and institutions 
has been limited and episodic. Far more instances 
exist of China gradually accepting international 
rules than of objecting to and trying to revise them 
(and succeeding). Globally, China has adopted 
numerous, complex trade and weapons nonprolif- 
eration commitments, albeit with a mixed compli- 
ance record. Even in East Asia, China's strategic 
backyard, Beijing backed down after overplaying 
its hand trying to influence the membership and 
agenda of the East Asia Summit. Although China 
took charge of the six-party process on North Ko- 
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rea, it did so only after it began to fear that the 
situation would escalate beyond its control; Bei- 
jing has subsequently sought to calibrate its role 
so that it is not held solely responsible if the pros 
cess fails. 

In Southeast Asia, Beijing appears, so far, to 
have accepted regional norms on conflict resolu- 
tion and has made pledges about peacefully re- 
solving maritime territorial disputes in the South 
China Sea. Although the nature of China’s ultimate 
behavior in these territorial disputes is still being 
determined (and that behavior includes some pro- 
vocative activities), Beijing’s initial commitments 
indicate, importantly, a degree of self-binding for 
the sake of reassurance. 

The limits of China’s rule-making potential are 


' particularly evident in the recent Chinese propos- 


al challenging the US dollar as the world’s reserve 
currency. China’s head banker, Zhou Xiaochuan, 
in the spring of 2009 called for increasing the use 
of a specialized IMF monetary instrument, called 
special drawing rights, to reduce the US dollars 
global prevalence. This proposal reflected China's 
anxiety over its deep vulnerability to the dollars 
value and to the overall health of the US economy. 
It also reflected the impotence of the renminbi (be- 
cause of China's closed capital account) to present 
any kind of alternative. 

Yet few other IMF. members endorsed Chinas 
proposal. Indeed, some senior.Chinese officials 
publicly backed away from it, noting that it was 
meant to mollify domestic critics of China's lack- 
luster investments in US equities. In sum, China's 
reserve currency initiative was—by design—tar 
more symbolic than substantive. It allowed the 
government to appear responsive to domestic frus- 
trations, but, given the proposal’s lack of feasibility 
and domestic or international appeal, there was no 
intention of pursuing it. 

As with institutions, China’s success at.shaping 
other countries’ policies and preferences has been 
limited. Despite China’s growing international 
presence and its interactions with countries and 
institutions all over the world, the instances of 
China using its diplomacy to change the behavior 
of other states are very few. 

China has been somewhat successful in shap- 
ing others’ policies on issues of particular sensitiv- 
ity to Beijing, such as Taiwan and Tibet. In these 
instances, the costs to the target state of accom- 
modating China were often low and the benefits 
were substantial. China has been most effective at 
raising its profile among countries in Asia, Africa, 
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and Latin America. States in these regions are now 
more aware of Chinese views and interests, result- 
ing in some accommodation of Beijing's views but 
also some rejection as well. 


THE STAKEHOLDER PARADOX 

So, is China ready for global leadership? The 
short answer is: not any time soon. But this con- 
clusion requires constant reassessment. 

Multiple forces tug China in different direc- 


tions. Its default position, ingrained in the current 


generation of policy makers, is to avoid interna- 
tional leadership while focusing on domestic de- 
velopment. This tendency will persist for the fore- 
seeable future. The opposite forces, those pushing 
China to be more globally involved, are. diverse 
and growing stronger as well. As a result, China 
will be more prominent and effective in using its 
diplomacy to meet its domestic needs, and it will 
look for opportunitiés to contribute to maintain- 
ing the global commons. 

In pursuing both goals, China will seek a greater 
voice in international rule-making. These impera- 
tives have already led China to become an interna- 
tional actor of major consequence and occasional- 
ly to assume a leading role—at times grudgingly— 
with other major powers in managing regional and 
global problems. 

But these activities are not global leadership. 
They.are more about working within an existing 
consensus than about generating a new one and 
then leading the charge. Moreover, evidence sug- 
_ gesting that other nations would be willing to fol- 
low Chinas lead on a major international issue is 
scant. Thus, while China is willing occasionally to 
assume a leading role in concert with other states, 
it remains far from being a global leader in terms 
of either its mindset or its capabilities. 

Analyzing China's leadership potential brings to 
light a tension at the center of US policy toward 
China. I call this the “stakeholder paradox." On 
one hand, Washington is encouraging China to 
define broadly its national interests; it is trying 
to empower Beijing to contribute to global prob- 
lem solving and, ultimately, to the maintenance 
of the current international system. This was the 
thrust of former US Deputy Secretary of State Rob- 
ert Zoellick’s policy of challenging China to be a 


"responsible stakeholder, the essential logic of 
which persists today. 

On the other hand, many American and in- 
ternational strategists worry that this policy may 
broaden Chinas global ambitions while improving 
its capabilities to pursue-them—including in ways 
that may not buttress global rules, norms, and in- 
stitutions. 

The ability of US policy makers to balance 
these concerns will be critical to the success of 
America's China policy. The arguments in this es- 
say suggest that this balance is decidedly man- 
ageable for the foreseeable future. As China's ca- 
pabilities. grow, the internal constraints and ex- 
ternal restraints on a revisionist turn in China's 
foreign and defense policies remain substantial, 
and some of them will increase. 

China's current and next generations of leaders 
are resistant to assuming too many responsibilities 
and commitments. They are acutely aware of Chi- 
nas myriad domestic challenges—many of which 
will grow. They remain mindful of the miscalcula- 
tions of past rising powers. 

Externally, China lives in a tou gh neighborhood, 
much unlike the United States at the beginning of 
the twentieth century. China shares borders. with 
14 nations, some of which it has gone to war with. 
China's neighbors, especially Russia, Japan, and 
India, are monitoring China's behavior and will 
check its advances. As China's global interactions 
grow, the costs of becoming a revisionist state will 
increase exponentially, if not geometrically. 

A ctitical element of US policy responses to 
Chinas rise is to maintain America's material and 
moral strengths while ensuring the credibility of 
US commitments. These goals begin with restor- 
ing America's economic health and well-being, 
both to ensure the foundations of US power and 
as a sign of American self-discipline. Internation- 
ally, Washington needs to take a broad view of its 
global responsibilities and its participation in in- 
ternational institutions, including an acceptance 
that restraint can be a powerful source of legiti- 
macy and influence—especially for a superpower. 
These actions would help ensure that the United 
States is well positioned to deal with a more eco- 
nomically vibrant and geopolitically influential 
China in the years ahead. E 


“The overall political situation in | China i is far more vlasorable for the regime than it was 


, during. the relatively tumultuous and strife-torn first decade of economic reform.. 4 
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Unruly Stability: Why Ching s Regime 
‘Has Staying Power 


ANDREW G. WALDER 


* ome 34 independent ‘nations in the world 
today were ruled by communist dictatorships 
when China began its economic reforms 

three decades ago. Now, only four communist 
states remain. Two of these are stagnant, unre- 
formed state socialist regimes mired in poverty— 
North Korea and Cuba. China and Vietnam are 
the only two that have carried out extensive mar- 
ket reforms without regime change. For almost 
two decades these two have also been among the 
world's fastest.growing economies. The remaining 
30 regimes have taken different paths: They are 
“post-communist” states with market economies 
and a wide range of political systems, from harsh 
dictatorships to liberal democracies. 
China's economic record has been remarkable, 


and it requires little comment here. But in the past : 


decade a wave of protest over economic issues, 
and a recent resurgence of ethnic unrest in China's 
western regions, have contributed to a percep- 
tion that the regime may be entering: a.period of 
heightened instability, one in which a two-decade 
run of rapid progress and political order be 
coming to an end., 

To be sure, China today is a relatively conten- 
tious society, and the state is seemingly obsessed 
with measures to ensure political order. It is also 
true that very little progress has been made in the 
reform of China’s core political institutions, which 
are essentially: the same ones that existed when the 
30 years of economic reform began. Nevertheless, 
the overall political situation in China is far more 
favorable for the regime than it was during the 
relatively tumultuous and strife-torn first decade 
of economic reform. 





ANDREW G. WALDER, a professor of sociology at Stanford 
University, is the author of Fractured Rebellion: The Beijing 
Red Guard Movement (Harvard University Press, 2009). 
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Exactly 20 years ago, of course, China was in 
terrible shape. Martial law was in force in Beijing 
alter the military assault on the Tiananmen Square 
protest movement, the reform coalition in the 
Communist Party. leadership had collapsed, the 
country was internationally isolated and under 
fire for its gross abuses of human rights, and the 
economy was in the midst of a sharp downturn 
that would last for several years. 

We often forget, however, that the . massive 
crisis of 1989 was simply the result of social and 
political circumstances that existed throughout 
the 1980s, circumstances that contrast sharply 
with the present. If we look back at the 1980s, 
China appears to have been a different country. 
The economic growth and national resurgence 
of the past 20 years, and events in the rest of the 
world in the iriterim, have put the Chinese regime 
in a very different position, and have created a 
very different relationship between the regime and 
the society that it rules. 

In four ways in particular, China is a different 
place today. First, as is now clear, China’s gradual 
approach to economic reform has worked. During 
the 1980s, it was not at all clear that the strategy 
would succeed, at least outside of agriculture. 
Second, China’s overall political trajectory now 
looks quite favorable in light of the severe prob- 
lems experienced by many post-communist suc- 
cessor states. In the late 1980s, China’s regime 
appeared gridlocked and reactionary compared 
to other communist.regimes beginning their own 
political reforms. 

Third, China’s youth and educated public now 
display a strong sense of national pride, and on 
occasion a defensive-patriotism. Two decades ago, 
by contrast, deep questioning of the Communist 
Party and the legitimacy of the system was far 
more common. Finally, China’s party leaders today 


258 © CURRENT HISTORY e September 2009 


are fundamentally united in their views about the 
direction the country should take. Throughout 
the 1980s, they were deeply divided over both 
economic reform and political liberalization. 


UNCERTAIN TIMES 

We have now become so accustomed to the 
economic rise of China that it is hard to remem- 
ber that considerable skepticism regarding the 
prospects for economic reforms existed during 
their first decade. By the end of the 1980s China's 
economic reforms had not really proceeded very 
far outside of agriculture, where the country had 
scored striking early successes simply by abandon- 
ing Soviet-style collective farms. Rural incomes 
went up rapidly, as did the supply of food to cities. 
At this point China's reforms in agriculture were 
the most radical in the socialist world. Yet it was 
commonly observed at the time that this was the 
easy part, just a first step. 

The most difficult .task of reform had yet 
to be addressed in any significant way—how 
to turn around a gigan- 
tic and grossly inefficient 
state industrial sector. It 
was evident that indus- 
trial firms needed to be 
downsized, reorganized, 
and subjected to real 
competitive pressures, but this would involve a 
loss of state control over key parts of the economy. 
It would also risk unrest and political opposition 
due to layoffs and to the violation of socialism's 
main tenets. Throughout the 1980s it was unclear 
whether party leaders could even gather the 
political will to attempt such an unprecedented 
transformation, and if they seriously tried, it was 
unclear whether the Chinese Communist Party 
could outlast the likely political consequences. 

There was also the perilous question of price 
reform. The freeing of consumer and producer 
prices in an economy of shortage carried the real 
risk of rapid inflation, and the destabilizing impact 
of inflation was already evident in urban China 
in 1988 and early 1989. As China's leaders were 
painfully aware, steep rises in consumer prices in 
Poland had bred the Solidarity movement at the 
beginning of the decade. We should remember 
that at this point in history no socialist regime 
had ever attempted a move to a market-oriented 
economy, and it was far from clear that this was 
plausible, or that a ruling communist party could 
survive such a transition. 





This is a generation that feels China's rise 
and the national pride that comes with it. 





It is also easy to forget that China's political 
trajectory by the late 1980s appeared to be lag- 
ging well behind progressive change in the Soviet 
bloc, much to the chagrin of many students, 
intellectuals, and liberal-minded party mem- 
bers. The partys backlash against “bourgeois 
liberalization" in the wake of the student democ- 
racy movement of late 1986, and the subsequent 


. purge of the liberal-minded General Secretary 


Hu Yaobang, made China’s leadership seem back- 
ward and reactionary The trend toward press 
freedom, democratization, and even competitive 
elections was by 1988 already well in evidence 
in Poland, Hungary, and most importantly the 
Soviet Union. Many in urban China, and even in 
the party and government itself, looked on these 
developments with envy. 

We should also recall that this was precisely 
the period when neighboring East Asian regimes 
were emerging from long periods ot dictatorship: 
the Philippines in 1986, South Korea in 1987, and 
Taiwan in 1988. To many in China at the time, 
the countrys political 
arrangements looked 
increasingly anachro- 
nistic, dysfunctional, 
and reactionary—and ` 
incompatible with the 
rapid; market-oriented 
economic growth to which the party leadership 
apparently aspired. 


TROUBLED YOUTH 


Another hallmark of the 1980s was the deep 
alienation. of many of China's youths and intel- 
lectuals. The decade began with a well-publicized 
"crisis of confidence" in the Communist Party and 
socialism. Within the universities a liberal atmo- 
sphere of questioning flourished, as did curiosity 
about the democratic philosophies and institu- 
tions of Western civilization. A generation of 
Chinese in their 20s and 30s had emerged from an 
interrupted education, with many of them having 
spent time as "sent down youth" in the country- 
side, in a questioning and rebellious mood. Many 
liberal intellectuals also participated in the general 
ferment. 

This was a society still recovering from the 
horrors of the Cultural Revolution, still trying to 
explain the root causes of that long national catas- 
trophe. Many at the time dissented from the obvi- 
ously self-serving party line—that the disasters 
were caused by a handful of evil leaders reviled as 


the “Gang of Four.” Many were convinced that the 
causes of China’s national catastrophe were woven 
deeply into its unitary political institutions and 
reigning ideology. . 

Finally, Chinas leadership.in the 1980s was 
deeply divided, often bitterly so, about economic 
reform and political liberalization. Many leaders 
saw economic reforms as a threat to the regime 
and a violation of fundamental socialist tenets. 
These conservatives could not understand why 
China did not simply return to an updated version 
of the Soviet-inspired planning practices that had 
worked relatively well during the 1950s, before 
everything was thrown into disarray by Mao 
Zedong's harebrained extremism. And attempts by 
reformers in the leadership to push political lib- 
eralization and openness led to factional warfare 
within the party’s top ranks.. 

The result of this constant jockeying was a pat- 
tern of abrupt policy change, as moves to liberalize 
and reform were followed by periods of backlash 
and retrenchment. Party leader Deng Xiaoping 
refereed the competing factions, moving first one 
way, then another, hoping to steer the fractious 
leadership toward a middle course of market 
reform under firm party rule. These conflicts were 
obvious to politically aware youths, intellectuals, 
and party members. 


THE PERFECT STORM 

All four of these longstanding features of 1980s 
China came together in the spring of 1989 to 
create a political crisis that can be likened to a 
perfect storm. The alienated youth culture of the 
1980s was on full display in the student protests 
of April and May. The students took the death of 
the liberal Hu Yaobang as an opportunity to show 
their dissatisfaction with the post-1986 reaction 
against student democracy protests, which, had 
culminated in Hus firing from the top party post. 

The students' rhetoric and symbolism showed 
a keen familiarity with Western models of democ- 
racy and an almost naive faith in the efficacy 
of those models and. their potency as answers 
to Chinas problems. The students displayed an 
awareness that China was lagging behind world 
democratic trends, and that this was due to the 
reactionary views of a certain wing of the party 
leadership. They hoped to influence the politi- 
cal balance in the leadership in the direction of 
greater liberalization and democratization. 

Intellectuals, reporters, editors, and even gov- 
ernment functionaries eventually responded sym- 
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pathetically to the unfolding drama in Tiananmen 
Square. Many of them were themselves frustrated 
with the retarded pace of political liberalization. 
They joined the protests, calling for peaceful 
dialogue with the student leaders, and many of 
them made demands for press freedom and other 
democratic rights on their own. They were aware 
that press freedoms were already quite extensive in 
Poland, Hungary, and even the Soviet Union, and 
that competitive elections were on the agenda in 
those countries. They thought it natural that China 
should be in step with these worldwide trends. 

Ordinary citizens flooded into the streets to 
support the student protesters, a response that 
escalated the crisis when they blocked martial law 
troops from entering the city. The protests reflected 
widespread public uneasiness about the impact of 
economic reforms on urban livelihoods. The offi- . 
cial inflation rate exceeded 25 percent in 1988 and 
early 1989, and episodes of panic buying occurred 
as rumors spread of the imminent freeing of all 
prices. The first tentative steps to lay off workers 
in overstaffed urban firms also generated anxiety, 
while a perceived rise in corruption and privilege- 
seeking by party and government officials provoked - 
anger. These concerns resonated deeply as students 
chanted slogans calling for openness, dialogue, and 
an end to official corruption. 

The pressures created by these events splintered 
the already-fractious party leadership and pre- 
vented it from formulating a coherent and consis- 
tent response. The leadership was paralyzed, and 
it seemed evident that a deadlock had developed 
between two separate camps—one calling for 
dialogue, the other for repression. As a result, the 
official mass media began reporting extensively 
and even sympathetically on the unfolding protest 
movement, with many retired and lower-ranking 
officials speaking out in favor of moderation. 

The evident leadership deadlock, and the offi- 
cial media coverage, only encouraged the protest- 
ers and the general population to think that there 
was a chance their actions could succeed. The 
ultimate resolution of the crisis was the draconian 
military operation of June 3-4, 1989. As the streets 
of Beijing were engulfed in flames and gunfire on 
the dawn of June 4, Poland held its first multi- 
party national elections, which soon led to the end 
of communist rule. 


CHINA'S "REAGAN GENERATION" 
If we fast-forward 20 years to the present 
decade, we observe a very different China. The 
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alienated youth culture is gone, and the political 
hangover from the Cultural Revolution is two 
generations in the past. Party membership is now 
in vogue among the young, especially for the 
highly educated and upwardly mobile. In a highly 
competitive environment, party membership. is 
just another credential that opens doors to greater 
opportunity. And government jobs are often pre- 
ferred to the greater risks of careers in China's 
large and dynamic private sector. If Chinas alien- 
ated 1980s generation was similar in many ways 
to America’s “60s Generation," China's current 
youth generation in many ways resembles the 
1980s "Reagan Generation." | 

Chinese youth today are pragmatic, career ori- 
ented, and patriotic in ways that were rare in the 
1980s. Most were born after the events of 1989 
and have only a vague knowledge of—and little 
interest in—the conflicts of those years. Over 
the past decade they have been politically active, 
but primarily in protests over biased Japanese 
textbooks, the NATO bombing of China's Belgrade 
embassy, rival national 
claims to sovereignty over 
the tiny Diaoyu islands in 
the East China Sea, or criti- 
cism by foreign governments 
and media about China's 
handling of Tibetan protests 
on the eve of the Beijing 
Olympics. This is a generation that feels China's 
rise and the national pride that comes with it. 


STRENGTH IN STABILITY 

It is no longer as clear to Chinas intellectuals 
and other educated urbanites that the nation’s 
political trajectory compares unfavorably to those 
of its former socialist brethren. In the late 1980s 
the socialist world appeared on the verge of a dra- 
matic and promising democratic breakthrough, 
with China’s hidebound leaders hesitating to take 
the plunge. The history of these transitions over 
the past two decades has prompted a more sober 
realism today. 

Of the 30 post-communist regimes in the 
world, fewer than half are now reasonably stable 
multiparty democracies. All of these success sto- 
ries are in small and ethnically uniform nations 
and all but one (Mongolia) are on the eastern 
edge of the European Union. The rest are either 
harsh dictatorships or deeply corrupt and illib- 
eral regimes whose attempts to move toward 
democracy have largely fallen short. In some 


Protests are dispersed across the 
landscape but are focused on local 
officials and enterprise managers. 


cases, the attempt to democratize led to the col- 
lapse of the nation-state: The Soviet Union and 
Yugoslavia are prime examples. In other cases, 
the transition touched off years of nationalist 
violence or civil war. 

And in virtually all cases, the attempt to shift 
to a market economy in the midst of a politi- 
cal revolution ushered in a deep depression that 
lasted almost a decade. Many of these economies, 
including Russia’s, only recently emerged from 
their years of hardship. By contrast, the two coun- 
tries in this group that have had by far the largest 
sustained increases in per capita GDP are, ironi- 
cally, both still ruled by their communist parties— 
China and Vietnam. 

The equation of political stability with economic 
and social progress is a far more appealing argu- 
ment today than it was in the 1980s. Any zeal for 
multiparty democracy as a panacea for China’s 
problems is far in the past. It has been replaced with 
a more sober awareness of the potential costs of a 
failed leap to a different type of political system. 

| China's record of rapid, 
inflation-free economic 
development since the early 
1990s is well known today. 
Just as important, however, 
is the fact that what was 
once viewed as the greatest 
single obstacle to China’s 
gradual reform strategy is now largely a thing of 
the past. Since the mid-1990s China has system- 
atically downsized and restructured its bloated 
state sector. Employing more than 110 million at 
its height in 1997, the sector now employs fewer 
than 60 million. . 

In the course of this restructuring more than 
40 million permanent employees were laid off or 
retired prematurely. This did indeed touch off a 
wave of protest, but the downsizing is now over. 
Not only have China’s leaders been able to sum- 
mon the political will to do what so many observ- 
ers in the 1980s thought was highly unlikely, but 
they have weathered the consequences with rela- 
tively little political fallout. 


A UNIFIED VISION 

The deep divisions in the national leadership 
so prominent in the 1980s are virtually nonexis- 
tent today. China’s leaders are remarkably unified 
around a model of national development that 
combines single-party rule and limited politi- 
cal liberalization with a highly statist version of 
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market reform, gradual privatization, and deep 
engagement with the international economy. 

The Tiananmen protests and the subsequent 
collapse of communist regimes around the globe 
only reinforced this sense of unity. Indeed, it is 
hard now to find serious policy disagreements at 
the top, and the sharp policy reversals and abrupt 
start-and-stop pattern of the 1980s have not been 
observed for well over a decade. This is a more 
confident and unified national leadership that 
is nonetheless still very cautious about ensuring 
political order. 

These are fundamental changes that have 


strengthened the state-party’s position, but noting - 


them is not to assert that all is well in China, or 
that the regime will last indefinitely in its present 
form. There are in fact extensive social.forces at 
work in China today that portend future political 
change. However, these are different forces from 
the ones at work in the 1980s, and they are very 
different forces from the ones that brought down 
communist regimes en masse 20 years ago. 

These forces can be seen in the large wave 
of popular protest that has 
been so widely reported, 
and so widely misinterpret- 
ed, in recent years. China 
is in fact a much more 
contentious society in the 
current decade than in the 
1980s, and the protests are 
today much more deeply rooted in the urban and 
rural populations. 

The protest movements of the 1980s were 
located in the major cities; they involved students, 
educated youths, and to some extent intellectuals. 
Only in 1989 did the protesters draw large seg- 
ments of the urban population along with them 
in support. Farmers in the countryside, enjoying 
the fruits of household agriculture, took no part in 
these movements and appeared puzzled by their 
causes. And in virtually all cases the demands of 
politically active urbanites were aimed squarely at 
the national leadership and national policy—for 
political liberalization, a free press, and fairness in 
local elections. 


TODAY'S PROTESTS 

The protest wave that has affected China over 
the past 10 to 15 years has been very different. 
It is much less centered in the largest cities. 
Students, educated youths, and intellectuals have 
been far less active. Students have gone to the 


Deep divisions in the national 
leadership so prominent in the 1980s 
are virtually nonexistent today. 


streets most often, but largely to express patri- 
otic sentiment and anger at foreign powers. The 
wave of blue-collar protest that resulted from the 
downsizing of the state sector was not focused 
in China's major cities. Instead, it was scattered 
throughout the country, concentrated largely in 
the declining rust belt—around old Soviet plants 
from the 1950s, “third front" enterprises in the 
interior, or China's northeast. | 
Rural protest has been equally widespread, 
scattered across suburban villages as well as 
remote areas. These protests have been inspired 
by intensely local economic issues: the nonpay- 
ment of promised compensation or pensions to 


-~ workers laid off during the restructuring or sale of 


a state-owned firm; excessive fees or taxes levied 
on farmers by village governments; and the unjust 
expropriation of land or homes from farmers 
or urban residents for commercial or industrial 
development projects. ` 

These are all protests against local officials, and 
they invoke national law and charge local authori- 
ties with corruption or malfeasance. The protest 
leaders see higher levels of 
government as a solution 
to their problems, and their 
protests are largely aimed 
at ensuring the evenhand- 
ed enforcement of national 
laws that they claim are 
grossly violated locally. In 
these struggles, appeals for help to higher authori- 
ties are common. 


INEVITABLE DISPUTES 

The upsurge of local protest—reportedly close 
to 80,000 events in 2005 according to official 
figures—is the result of profound changes in 
China’s society and economy over the past 20 
years. Under collective agriculture, village officials 
controlled the harvest, managed ‘the land, and 
allocated incomes. With the shift to household 
farming, families controlled and farmed their own 
land, and rural officials had to extract fees and 
taxes from them in order to fund government 
activities. It was inevitable that this would breed 
conflict over extraction and land rights, especially 
in a country that was utterly without laws to gov- 
ern extraction or institutions designed to adjudi- 
cate such disputes fairly. 

Similarly in the old socialist economy, job 
rights and associated pensions and benefits were 
guaranteed. When workers were stripped of rights 


in a wave -of downsizing, restructuring, and 
privatization that was poorly regulated and that 
often benefited officials and managers in highly 
visible ways, conflict was inevitable. And China 
largely lacked the legal framework, or union and 
governmental institutions, that in mature market 
economies had evolved over generations to help 
regulate such conilict. 

China’s development model, meanwhile, has 
forced local officials throughout the country into 
a firm alliance with business interests, whether 
public or private, and this often makes them 
targets of collective protest, with charges of cor- 
ruption and collusion leveled against them. 

This is a very different sociopolitical landscape 
from that which existed in the 1980s. Farmers 
in that decade enjoyed rising incomes from 


household agriculture, and rural protest was - 


rare. Urban workers were hit by inflation and 
feared future layoffs, but their job rights were still 
secure. The 1980s protests were concentrated in 
the key cities and directed at the central govern- 
ment. Today, the protests are dispersed across the 
landscape but are focused on le officials and 
enterprise managers. i 

Recent months have seen a resurgence of eth- 
nic strife in Tibet and. Xinjiang. Yet, as serious 
and deeply rooted as such problems may be, they 
exist in remote regions. And they represent little 
immediate threat, either to a regime that appears 
determined to suppress the strife, or to an urban 
Chinese public that shows little sympathy for 
the groups involved. These social conflicts cre- 
ate policy problems for the central government, 
. but they are hardly the political challenge, or the 
political hazard, that was presented by the urban 
democracy movements concentrated in Beijing 
and other large cities in the 1980s—movements 
'that constantly threatened to splinter China's 
leadership along factional lines. 


IN THE DRIVER'S SEAT 

Some observers view the overall volume of cur- 
rent protests as a harbinger of regime crisis, as if 
the sheer amount of protest activity determines the 
impact of protest on a national scale. One some- 
times reads speculation that widespread dissatis- 
faction in the countryside bodes ill for a regime 
that grew out of a rural guerrilla insurgency; some 
warn that the fate of the former Nationalist regime 
may as a result befall the Communists. This is a 
sobering reflection on China’s recent history, but 
we need to recall that it took a revolutionary guer- 
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rilla insurgency and a massive foreign invasion 
and military occupation before peasants could be 
mobilized as’a political force. 

Other observers link the wave of protests to 
rising levels of inequality in China—certainly to 
levels not seen since the late 1940s—and it is 
now common to hear claims that China is one of 
the most unequal societies in the world. It is true 
that overall measures of inequality in China have 
risen since the late. 1970s, when national inequal- 
ity indices—as gauged by the Gini coefficient of 
income distribution—stood at around .32, rough- 
ly the same as in Taiwan at that time. The index 
for China rose rapidly to the mid-.40s by the late 
1990s, and remains at this level today. 

It is. not true, however, that these levels are 
unusually high. Latin America has long had signif- 
icantly higher levels of income inequality (Brazil 
and Colombia are both at .58), and many African 
nations: have much higher Gini measures than 
this. Recent data suggest that income inequality in 
China peaked in the late 1990s and has moderated 
slightly since then. In any case, inequality per se is 
not directly connected to political dissatisfaction— 
recent surveys in China indicate that citizens judge 
current levels of inequality far less harshly than do 
citizens in countries like Poland, which have a far 
more equal income distribution. The reason is that 
most Chinese citizens have experienced economic 
improvement in recent years, and expect to enjoy 


further opportunity in the future. 


These commonly cited portents of looming 
political instability are not what they are some- 
times claimed to be. They are symptoms of eco- 
nomic conflicts in a vastly transformed society, 
and in the context of a regime that is more stable 
and that enjoys greater popular support than 
was the case during the first decade of economic 
reforms. Political change in China will remain a 
protracted affair, driven forward by forces that are 
fundamentally different from those that toppled so 
many economically.stagnant and illegitimate com- 
munist regimes some two decades ago—and that 
briefly threatened the Chinese regime in 1989. 

To be sure, the reforms of the past 30 years have 
bred severe economic conflicts. A prolonged fail- 
ure to address these conflicts with any measures 
other than repression could eventually culminate 
in renewed popular demands aimed squarely at 
the central leadership. For the time being, how- 
ever, popular protest is mostly creating pressure 
on China's government to create new institutions 
that fairly adjudicate the conflicts. w 
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China's Beleaguered Intellectuals 
MERLE GOLDMAN 


olitical scientists have long differentiated larly the current generation of leaders headed by 


between totalitarian and authoritarian re- President Hu Jintao and his associates, who came 
- gimes. The distinction is párticularly rel- to power in 2002—have.sought to re-indoctrinate 
evant in contrasting the reform era in the People's party cadres in Leninist ideology. While strength- 
Republic of China with the period that.preceded - ening the governments capacity to deal with the 
it. Under Mao Zedong, who-ruled from 1949 until increasing inequalities and rampant. corrüption . 
1976,.China was governed by a totalitarian system unleashed by. China's move:to a market economy, 
in which Mao and the Communist Party dominat- the country’s leaders have also recentralized politi- 
ed not only the country’s political life but also the cal authority. . ^ a 2 
intellectual, artistic, economic, and personal lives Perhaps nowhere are the limits of freedom in 
of their subjects. ! the post-Mao era more conspicuous than in the 
After Mao died in 1976 Bud was succeeded by party-states treatment of public intellectuals. 
his former Long March comrade Deng Xiaoping, While a degree of pluralistic discourse and open- 
China moved from.a totalitarian to an authoritar- ness to foreign ideas exists in China's universities, 
ian regime. The party still dominated the politi- academic journals,:and think tanks, particularly 
cal system and, except for elections at the village in the sciences, these institutions are still under 
level, it determined the political hierarchy. But the the control of party officials. And the Hu regime 
governments economic reforms and its loosening has detained, put under surveillance, and thrown 
of controls over nonpolitical activities, together ^ out of the academic establishment scholars who 
with the country’s opening to the outside world, dissent politically and criticize the party's poli- 
allowed a degree of freedom into people's person- cies publicly. 
al, economic, cultural, and intellectual lives. The ^ Nevertheless, public intellectuals in post-Mao 
post-Mao period has witnessed a proliferation of China have found: ways to promote political re- 
ideas, activities, and artistic endeavors outside.the form. In the Mao era, any intellectual who dis- 
party’s control. sented not only from the party's political views, 
Of course, there is risk in giving too much — ^ but also from its scientific, artistic, historical, or 
weight to the totalitarian-authoritarian distinc- economic views, generally lost his or her job, was 
tion. China's government today remains under the unable to make a living, and was literally banished 
control of the Communist Party, and so do most from the intellectual community. In the post-Mao 
Chinese citizens. A new generation of party lead- era, China's economic reforms and opening to the 
ers, led by former Shanghai Mayor Jiang Zemin, outside world have made it possible for dissident 
came to power after the violent crackdown on pro- intellectuals to publish abroad and in Hong Kong 
democracy demonstrators in Tiananmen Square and to support themselves and their families with 


on June 4, 1989. That leadership—and particu- freelance jobs. i-o 
! In short, while Chinas movement from a totali- 
tarian to an authoritarian polity has not protected 


MERLE GOLDMAN is a retired Boston University history pro- public intellectuals from reprisals and detention, it 
fessor and an associate of the Fairbank Center for Chinese 


Studies at Harvard. Her books include From Comrade to has made it possible for them at times to speak out 
Citizen: The Struggle for Political Rights in China (Harvard publicly on political issues and to have an impact 
University Press, 2005). - beyond their immediate intellectual circles. 
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HEIRS OF CONFUCIUS 

Public intellectuals are not unique to Western 
civilization. Indeed, although they were repressed 
during most of the Mao era, they have played a 
significant role in China throughout the country’s 
history. China’s premodern intellectuals, the Con- 
fucian literati, not only ran the governmental bu- 
reaucracies but were also viewed as the conscience 
of society. Their commitment to improving the hu- 
man condition led them to assume responsibilities 
comparable to those of public intellectuals in the 
modern West. They were generalists who publicly 
discussed and contended with political, economic, 
and social issues. They organized philanthropic ef- 
forts and supervised education. Most important, 
the Confucian literati regarded it as their respon- 
sibility to criticize officials and even the emperor 
when official policies or practices diverged from 
the Confucian ideals of morality and fairness. 

Public intellectuals helped to bring about the 

end of China's dynastic system and prepared the 
way for the 1911 revolution, whose leader Sun 
Yat-sen personified the public intellectual. Even 
though the Kuomintang gov- 
ernment of Chiang Kai-shek  ' - 
(1928-1949) attempted to 
stifle criticism and dissent, it 
was too weak to silence intel- 
lectuals, who publicly criti- 
cized repressive officials and 
Kuomintang policies and 
advocated political reforms. 
But under Mao’s totalitarian leadership—with the 
exception of brief interludes such as the “Hundred 
Flowers” period in 1956 and 1957—public intel- 
lectuals were silenced and unable to play their tra- 
ditional role. 

Unlike in the West, no laws afforded protection 
to intellectuals in China during the dynastic, Kuo- 
mintang, and Mao eras. When critics said some- 
thing that displeased the leadership, they could 
be silenced with impunity. In the 1980s, virtually 
all of the intellectuals whom Mao had persecut- 
ed were rehabilitated, and most found positions 
in the political and intellectual establishments. 
Public space for political discourse and pluralis- 
tic views opened up in book publishing, the me- 
dia, universities, and research centers. Even then, 
however, no laws were enacted to protect political 
and civil rights; thus public intellectuals remained 
vulnerable to the whims of party leaders. Most 
of the intellectuals rehabilitated in the post-Mao 
era became members of the establishment and the 


In the post-Mao era, persecution 
for public dissent has not reached 
far beyond the accused and 
their immediate associates. 
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party, but when a small number of them called for 
reform of the party-state, they were purged once 
again, particularly in the aftermath of the Tianan- 
men protests. | 

And yet, even though critics were silenced for a 
while, China's move to the market made it possible 
for them in the 1990s to make a living, speak out 
periodically, and publish on political issues. They 
were able to do so by means of new internet tech- 
nologies, private publishing, and contact with for- 
eign media outlets such as Voice of America, the 
BBC, and Radio Free Asia, which would beam back 
their views into China. 


THE HU CRACKDOWN 


When the generation of leaders led by Hu came 
to power in 2002, it was expected that this younger 
group of officials—many of whom had roots in the 
China Youth League, an organization supposedly 
less doctrinaire than the party itself—would con- 
tinue the opening up of public space for political 
discourse, even if it remained circumscribed with- 
in certain limits. That, however, has not proved to 
be the case. The public space 
for political discourse in fact 
has contracted since the late 
1990s, when Jiang headed 
the party. 

The Hu regime has cracked 
down on a number of people 
who use new communica- 
tions technologies—for ex- 
ample, those who set up websites to discuss politi- 
cal issues. Scores of cyber-dissidents have been im- 
prisoned as a warning to others regarding how far 
they can go in discussing political reforms on the 
internet. Public intellectuals who speak out and 
publish essays on controversial issues have been 
briefly detained as well. 

One example is Jiang Yanyong, a military doc- 
tor who had treated victims of the violent June 4 
crackdown and contradicted the party's assertion 
in 2003 that the SARS epidemic had been brought 
under control. He was detained and then put under 
surveillance in 2004 when he called on the party 
to change its designation of the 1989 Tiananmen 
demonstrations from a “counterrevolutionary” to 
a “patriotic” movement. 

In addition to suppressing a number of well- 
known independent intellectuals and imposing a 
ban on the discourse of public intellectuals, the Hu 
government has tightened controls over the media 
and various outlets for dissent. Media reports on 
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growing protests against corruption, abusive of- 
ficials, property confiscation, and job conditions 
have been banned. Jiao Guobiao, a journalism pro- 
fessor who criticized—on the internet—the party’s 
repressive control of the media, was no longer al- 
lowed to teach at Peking University. Another pub- 
lic intellectual, Wang Yi, a Chengdu University 
law lecturer who called for a system of checks and 
balances in public life, was also barred from teach- 
ing. The journal Strategy and Management, which 
had been an outlet for intellectuals of a liberal per- 
suasion, was closed down. 


FINDING A WAY 

Despite the continuing crackdown on criti- 
cal voices and the media, and despite censorship 
of the internet, the role of public intellectuals in 
China has nonetheless changed significantly as a 
result of policy differences between the Mao and 
post-Mao eras, as well as because of changes in the 
critics’ own strategies. Millions were harshly perse- 
cuted in the Anti-Rightist campaign (1957-1958) 
and during the Cultural Revolution (1966-1976), 
though only a small number had engaged in criti- 
cism and protests. By contrast, in the post-Mao 
era, persecution for public dissent has not reached 
far beyond the accused and their immediate asso- 
ciates. Moreover, although they might lose their 
jobs in academia or the media, and may be briefly 
detained, public critics have been able to find em- 
ployment and outlets for their views in Chinas ex- 
panding market economy. 

Thus, unlike during the Mao era, public intel- 
lectuals have not been completely silenced. Some 
still try to function as citizens, either on their 
own or along with others, and they continue to 
express their political views in unofficial publi- 
cations, and in increasingly organized petitions 
and protests. Although their writings may be of- 
- ficially banned, they have found ways to distrib- 
ute their views on street corners, through private 
publication, and over the internet by means of 
connections to outside servers. In addition, for 
the first time in the People’s Republic, a number 
of lawyers have been willing to defend those ac- 
cused of political crimes, and journalists have re- 
ported on the party's repressive policies in some 
media outlets, such as the Southern Metropolitan 
Post, based in Guangdong province. | 

There are also differences between intellectu- 
als' behavior in the 1980s and in the first decade 
of the twenty-first century. A number of pub- 
lic intellectuals in the 1980s called themselves 


“Marxist humanists” and pointed out how the 
party’s policies diverged from the ideals of Marx- 
ist doctrine. Since then, because of the increasing 
bankruptcy of Marxism-Leninism as a governing 
philosophy, most public intellectuals have moved 
away from a focus on ideology and instead em- 
phasize the establishment of new institutions to 
achieve political reforms. 

Moreover, until the 1989 Tiananmen demon- 
strations, public intellectuals considered them- 
selves an elite and did not join with other social 
classes in political actions. But. starting with the 
1989 protests, a small number began to join with 
workers and operators of small businesses in pe- 
tition drives and in organizing groups to bring 
pressure on the government for political reforms. 
Thus, in the first decade of the twenty-first cen- 
tury, despite continuing repression, a qualitative 
change has occurred in the thinking and actions 
of China's public intellectuals: They have become 
increasingly independent political actors and 
have shown a willingness to join with other social 
groups in advocating reforms. 

China's increasing interaction with the rest of 
the world, particularly with the West, has been an- 
other factor promoting a degree of liberalization 
in the intellectual environment. China signed the 
United Nations Covenant on Civil and Political 
Rights in October 1998, having already signed the 
UN Covenant on Economic, Social, and Cultural 
Rights in 1997. 

Although China's rubber-stamp National Peo- 
ples Congress has confirmed the Covenant on Eco- 
nomic, Social, and Cultural Rights, it has not done 
the same with the Covenant on Civil and Political 
Rights. Nevertheless, the partys endorsement of 
the UN rights covenants as well as the easing of 
political controls at home has been part of China's 
effort to create goodwill abroad, particularly with 
the United States and other Western countries. 
At the same time, thousands of Chinese students 
have gone abroad to study at Western universities. 
Chinas relaxation of ideological controls at home 
has correlated with its engagement with the inter- 
national community. 


THE 1998 SPRING 

Intellectuals and students have periodically 
made demands for political reform in post-Mao 
China. In addition to the best-known such effort — 
the Tiananmen protests in the spring of 1989—two 
later episodes, occurring 10 years apart, help illus- 
trate public intellectuals’ evolving role in society 


and relationship with the state. Perhaps the most 
broad-ranging public discourse on political re- 
forms since Tiananmen occurred in 1998—a cen- 
tury after China’s Hundred Day Reforms, a move- 
ment that led to later political change and the fall 
of the Qing dynasty in 1911. 

Like the Hundred Day reformers, and indeed 
like the major exponents of political reforms 
throughout the late twentieth and early twenty- 
first centuries, public intellectuals in 1998 were 
establishment intellectuals—academics, writers, 
journalists, lawyers, and ex-officials—who were 
not at the center of power. They worked at think 
tanks, universities, newspapers, and law offices, or 
‘were retired; yet they managed to promote their 
reformist ideas in books, scholarly journals, aca- 
demic forums, and other channels in the public 
arena. At times, they even joined with those out- 
side the establishment to call for political change. 

Although none of China’s establishment intel- 
lectuals publicly proposed a multiparty system 
or direct elections of the political leadership by 
universal suffrage, a small number advocated the 
establishment of other in- 
stitutions associated with 
liberal democracy. Some 
emphasized the rule of 
law; others stressed free- 
dom of expression and 
association; still others 
called for more competi- 
tive elections. Some were concerned with intrapar- 
ty democracy; others with grassroots democracy. 
Virtually all, however, called for a political system 
based on some form of checks and balances. All 
emphasized the need for political reform in order 
to deal with the rampant corruption and accelerat- 
ing economic and social inequalities accompany- 
ing China’s economic reforms. 

Those expressing liberal political views in 1998 
differed from the Marxist humanists of the 1980s 
in that they were relatively more independent of 
political patronage—not only because of China’s 
accelerating market economy and openness to the 
outside world, but also because of their desire to 
acquire more intellectual autonomy. Also, with the 
fall of the Berlin Wall in 1989 and the collapse of 
the Soviet Union and the communist states of East- 
ern Europe in 1991, intellectuals no longer called 
for reforms within a Marxist-Leninist framework. 
The younger generation of liberals cited a range of 
Western thinkers from Adam Smith to Karl Pop- 
per to support their arguments. | 


China's public intellectuals are joining 
with other classes and social groups 
in calling for political reforms. 
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LIBERAL FORUMS 

In 1998 economists, political scientists, phi- 
losophers, and historians spoke out publicly on 
the need for democratic reforms in two journals— 
Reform (Gaige) and The Way (Fangfa)—which be- 
came major forums for liberal views. On the occa- 
sion of its 10*-anniversary issue in January 1998, 
Reform published a speech given by Li Shenzhi, a 
former policy adviser to Prime Minister Zhou En- 
lai, entitled “Also Push Forward Political Reform" 
(^Ye yao tuidong zhengzhi gaige"). Li, born in 1923 
to a wealthy merchant family in Wuxi city, Jiangsu 
province, had received a Western-style education 
and graduated in economics from Yenching Uni- 
versity, the precursor of Peking University, before 
joining the Communist Party in the early 1940s. 

Li was labeled a “rightist” in 1957 for quéstion- 
ing one-party rule and as a result was ostracized for 
almost two decades. After Mao's death, however, 
he was rehabilitated to advise on foreign policy. Li 
became a vice president of the Chinese Academy 
of Social Sciences and established the Institute of 
Ámerican Studies there in 1981. 

After June 4, 1989, he 
was dismissed from his 
positions because of his 
criticism of the Tianan- 
men crackdown. Yet, in 
the late 1990s, Li was still 
one of the most public and 
eloquent advocates of lib- 
eralism and political reform. Li's essays in Reform 
and The Way unreservedly proclaimed a liberal po- 
litical agenda. | | 

Also in the 10"-anniversary issue of Reform, the 
well-known economist Mao Yushi emerged as an 
outspoken advocate of political reform. Mao Yushi, 
born in 1928, had like Li been branded a rightist 
in 1957. His works were banned from publication, 
and he was stripped of his job. Although Mao was 
from a revolutionary family, when he was invited 
to join the Communist Party during the 1980s, he 
refused. As an economist at the Chinese Academy 
of Social Sciences, he established an independent 
economics think tank called Unirule. He also or- 
ganized a forum to discuss a new Chinese trans- 
lation of The Constitution of Liberty by Friedrich 
Hayek. (Hayek, the philosopher and economist 
who was one of socialism's harshest critics and a 
proponent of individualism and property rights, 
is widely read by liberal Chinese intellectuals.) 
Mao Yushi wrote a long essay entitled “Liberal- 
ism, Equal Status, and Human Rights" in 1998, in 
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which he praised Western liberalism and called for 
human rights. He argued that market economies 
require a loosening of political controls in order to 
develop fully. 

Even a revolutionary elder, Mao Zedong’s former 
secretary Li Rui, published an article in Reform 
January 1998 issue calling for political reform. His 
article was an abridged version of a letter he had 
written to an unidentified comrade in the central 
government on September 10, 1997, in which he 
complained of continuing leftist influence in the 
party. Citing an August 18, 1980, speech by Deng, 
Li Rui pointed out that “after 17 years, problems 
criticized by Dengs speech, such as . . . over- 
concentration of power .... , the inability to sepa- 
rate the functions of the party from government 
administration, the substitution of the party for 
the government, the abnormal inner-party demo- 
cratic life, and the imperfection of the legal system 
have not been solved well." 

Many of the articles calling for political retorm 
that were published in Reform and The Way—as 
well as in several other journals and newspapers in 
1997—1998, even including 
a few in the official People’s 
=- Daily—were collected in 
two major volumes that ap- 
peared in July and Septem- 
ber 1998 respectively: Politi- 
cal China, subtitled Facing 
the Era of Choosing a New 
Structure, and Liberation Lit- 
erature 1978-1998. The concentration of articles 
advocating political reforms in these two volumes, 
written by a number of academics, journalists, and 
members of think tanks, helped increase the im- 
pact of the liberals’ proposals. 

Particularly significant, the funding sources 
for these volumes revealed that a few members of 
China’s new business class were beginning to use 
their profits to sponsor debate on political issues 
and to advocate political change. Most of China's 
rising entrepreneurs have colluded with local of- 
ficials in order to improve their own economic 
status (though there have been a few exceptions, 
such as Wan Runnan, head of the Stone Group, 
which Wan set up as a think tank in the 1980s 
to study political reform and which supported the 
1989 demonstrators in Tiananmen Square). Con- 
sequently, most businesspeople have stayed away 
from efforts to engender political change.. 

Yet these two volumes were funded by private 
businesspeople, some of whom, because of their 


The Hu regime has detained, put 
under surveillance, and thrown out 
of the academic establishment 
scholars who dissent politically. 


previous participation in political activities in the 
1980s, had been excluded from the intellectual es- 
tablishment and had gone into business instead. 
By the late 1990s, they were willing and able to 
fund such political and intellectual endeavors. 


CHARTER 08 

A more recent episode in China’s public dis- 
course points to a new ‘phenomenon that has 
emerged in the past decade: public intellectuals 
and other citizens calling on the government to 
live up to principles to which it has given written 
approval. On December 10, 2008, the 60" anniver- 
sary of the Universal Declaration of Human Rights, 
a group of people from all walks of life launched a 
movement called Charter 08. It presented a blue- 
print for fundamental legal and political reforms 
with the goal of achieving a democratic political 
system. 

Patterned on Vaclav Havel’s Charter 77 move- 
ment in the former Czechoslovakia, Charter 08 
criticized China’s government for failing to imple- 
ment human rights provisions that its leaders had 
signed on to, such as the UN 
Covenant on Political and 
Civil Rights, signed in 1998, 
and 2004 amendments to 
China’s constitution that 
include the phrase “respect 
and protect human rights.” 
Charter 08 pointed out that 
| “Unfortunately, most of 
China’s political progress has extended no further 
than the paper on which it is written." The po- 
litical reality, it declared, *is that China has many 
laws but no rule of law; it has a constitution but no 
constitutional government." Charter 08 called for 
a political system based on democratic institutions 
of checks and balances. 

Again, intellectuals and students in China have 
periodically made such demands. What made 
Charter 08 qualitatively different from most previ- 
ous protests is that it became a political movement 
that crossed class lines. Past demonstrations were 
usually carried out by specific classes focused on 
particular economic issues, such as peasants' pro- 
tests against confiscation of their land by local of- 
ficials or workers' protests against nonpayment of 
salaries. Even during the 1989 demonstrations in 
Tiananmen Square, students at first linked arms to 
keep workers and other urbanites from participat- 
ing, because they knew that the party feared an 
alliance between intellectuals and workers. By late 


May 1989, when other social classes had forced 
their way into the protests and the movement had 
spread to other cities and classes, Deng feared a 
threat to the party’s rule. That is why he ordered 
the army to suppress the movement. 

Another feature making Charter 08 unusual in 
China is that, although originally it was signed by 
just 300-plus intellectuals, very quickly ordinary 
Chinese citizens from all walks of life—entrepre- 
neurs, professionals, local officials, workers, farm- 
ers, housewives, and street vendors—added their 
names as it circulated on the internet and else- 
where. Also new to grassroots political movements 
in the People’s Republic was the participation in 
Charter 08 of a number of lawyers who have de- 
fended those accused of political crimes. 

Despite the detention of Charter 085 origina- 
tor, the writer Liu Xiaobo, and despite the govern- 
ments harsh denunciation of the movement, just 
before the party completely shut down the Charter 
08 website in mid-January 2009, more than 8,000 
people had managed to sign their names. ` 

The Charter 08 episode reveals that it is not 
only intellectuals who are expressing dissatisfac- 
tion with China's authoritarian system; it is also 
farmers, workers, and small entrepreneurs who 
are the supposed beneficiaries of China's politi- 
cal model. Their participation in the Charter 08 
movement may be attributed in part to worsen- 
ing economic conditions in late 2008. Factories in 
many of China's export industries were closed be- 
cause of slackening demand for consumer goods 
in the West, and many college graduates, for the 
first time in the post-Mao era, were having diffi- 
culty finding jobs. 

More fundamentally, the Charter 08 movement 
questioned a political system that bases its legiti- 
macy on the Communist Party’s ability to deliver 
economic growth. Despite the crackdown, and the 
detention of Liu and a few other signers, Charter 
08 represented a multi-class movement for politi- 
cal change that is likely to continue. 

Such a movement needs the support of the 
international community, including the United 
States, to succeed. International outcries over 
a crackdown on the Charter 77 movement in 
Czechoslovakia marked the beginning of the un- 
raveling of the communist system in Eastern Eu- 
rope. Chinas leaders, like the leaders of the former 
Soviet Union, are not immune to foreign pressure 
on political issues. 

It is hoped that the Barack Obama administra- 
tion can be a catalyst in'efforts to achieve more 
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academic and intellectual freedom for China’s 
intellectuals by continuing and increasing aca- 
demic exchanges and international discourse 
on political as well as scientific and economic 
issues. In this endeavor, increased international 
engagement with Chinas intellectuals, as well as 
China’s political leaders, can play a role in pro- 
tecting those who call for political reforms. Such 
engagement could influence the party's treatment 
of public intellectuals. 


TOWARD DEMOCRACY? 

In the spring of 2009, during the run-up to the 
20" anniversary of the Tiananmen crackdown, 
China’s Propaganda Department censored the for- 
eign media's discussion of the events of 1989. It 
blocked pages of the International Herald Tribune 
and the Hong Kong newspaper South China Morn- 
ing Post, as well as discussion on the BBC, YouTube, 
and Twitter. Yet those in China’s population who 
cared about what happened at Tiananmen found 
ways to find out about it through their Blackber- 
ries and internet access to foreign servers. 

As seen in the Charter 08 episode, the post-Mao 
era has seen a growing consciousness of citizen- 
ship and an increase in organized efforts to assert 
political rights, among both ordinary people and 
intellectuals. These developments do not neces- 
sarily imply movement toward democracy, but 
they are indeed prerequisites for a freer intellectu- 
al environment and for the eventual establishment 
of democratic institutions. 

Democracy depends on the desire of organized 
citizens to participate in the political process in or- 
der to hold political authority accountable for its 
actions and to improve the public welfare. There- 
fore, although efforts to assert political rights in 
China are quickly suppressed, and although few 
political reforms have been introduced, it would 
be wrong to discount the impact of such efforts. 

Unlike in the Mao era, when any dissent was 
brutally and utterly suppressed, China’s public 
intellectuals today are experiencing intellectual 
pluralism, vigorous debate, and engagement with 
the international community. Just as remarkably, 
they are joining with other classes and social 
groups in calling for political reforms. While 
China’s movement from a totalitarian to an au- 
thoritarian regime has not ended the repression 
of political discourse, neither has it prevented 
intellectuals from periodically performing their 
historic role as public critics or from seeking a 
broader impact on Chinese society. = 
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Is Japan Lost Again? 


EDWARD J. LINCOLN 


n the fall of 2008 Japan was hit with stunning 
ES by ‘the global recession. In the final 

quarter of the year (comparing it to the third 
quarter), the economy contracted at an annual- 
ized rate of 13.5 percent—and in the first quarter 
of 2009, at a rate of 14.2 percent. By the end of the 
first quarter of 2009, Japan's gross domestic prod- 
uct was 8.8 percent lower than it had been a year 
before. This compares to a drop of only 2.5 percent 
in the United States. The Japanese contraction was 
the worst among major economies, and the worst 
among East Asian nations. For the 2009 calendar 
year as a whole, predictions for contraction cluster 
around 6 percent, also considerably worse than 
what is expected for the United States. 

From 2002 to 2007, a lengthy recovery in 
Japanese economic growth—albeit at a very mod- 
est annual rate of 2 percent—had led observers 
to conclude that the country’s “lost decade" was 
finally over. Japan had suffered, between 1992 and 
2001, through a period when average annual eco- 
nomic growth was only 1, percent, and the country 
experienced three separate recessions during that 
time. Now, given widespread optimism about 
renewed economic robustness, the deep recession 
of 2008-2009 has been especially shocking. 

As recently as the summer of 2008, many in 
Japan had anticipated that their country would be 
only marginally affected by the economic prob- 
lems in the United States, since Japanese financial 
institutions (unlike their European counterparts) 
had not bulked up on American toxic assets. 
However, Japan was affected severely by the steep 
drop in international.trade that has accompanied 
the global recession. By early 2009, Japan's exports 
were running 50 percent below year-earlier levels, 
truly a startling drop. 


EDWARD J. LINCOLN is a professor of economics and director 
of the Center for Japan-US Business and Economic Studies at 
New York University's Stern School of Business. 
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What does the current, sharp downturn por- 
tend? Is Japan going to face yet another lost 
decade? The answer is: probably not. Economic 
predictions are inherently unreliable, and another 
decade of economic stagnation cannot be entirely 
ruled out. Nevertheless, some of the specific fea- 
tures of the Japanese economy that prolonged the 
problems of the 1990s are not a factor this time. 

Recovery from the current recession should 
be under way by 2010, but the strength of the 
recovery and of Japan's economic performance 
over the next 5 to 10 years is difficult to predict. 
Overall economic growth will certainly be low 
(for demographic reasons explored later), but GDP 
per capita should expand, meaning that Japanese 
people over time will continue to become more 
affluent. How rapidly per capita GDP will rise, 
however, is uncertain. As Japan recovers from the 
current recession, its economy boasts some areas 
of strength that suggest we will see a relatively 
good performance over the next decade. But those 
strengths come with important caveats that inject 
considerable uncertainty into the situation. 


OMENS OF RECOVERY 


The correct starting point for thinking about 
Japans future economic performance is to remem- 
ber the simple fact of its remarkable success since 
the nineteenth century. Starting its ascent somewhat 
late, in the 1870s, and despite the disastrous physi- 
cal and human destruction of the Second World 
War, Japan rose from being a pre-industrial society 
to join the highest ranks of the world’s advanced 
economies by the 1970s. Affluence, measured by 
GDP per capita, has remained since that time at the 
level of the leading, large European economies. 

This was a truly astonishing achievement made 
possible by many factors, including political sta- 
bility and a practical approach to social and eco- 
nomic policy. While the country’s politics often 
appears arcane and corrupt, Japan is a peaceful, 


democratic society. Although reaction to the eco- 
nomic problems of the 1990s was slow, policy 
eventually moved in the right direction. These 
positive social and political attributes are unlikely 
to deteriorate—despite the usual grousing in 
Japan about politics or problems in the education 
system—and they should enable continued eco- 
nomic growth. 

A second reason for optimism stems from the 
first. Over the past decade, Japan has undergone 
a slow but continuous process of changing the 
rules of the economic game, which should help it 
perform better going into the future. This assess- 
ment does not mean that Japan. is converging 
with American economic rules and behavior, but 
it does mean that the economy is more market- 
based than in the past. 

These changes were long overdue. Japan's very 
rapid economic growth from the end of the 
Second World War through the 1970s occurred 
in a setting of strong government intervention, 
muted price competition, heavily regulated finan- 
cial markets, and corporations that were generally 
more interested in market 
share than profits. 

Economists and politi- 
cal scientists have argued 
for decades about the 
importance of this set of 
institutions and behav- 
ior patterns for produc- 
ing successful growth. A burst of high growth 
in the late 1980s (averaging 5 percent annually 
from 1987 through 1991, a period known as the 
“bubble”) caused many in Japan to claim that 
their version of capitalism was actually superior 
to the variants practiced in the United States and 
Europe. In reality, the bubble years were the result 
of very low interest rates and a huge, unsustain- 
able, speculative bubble in the real estate and 
stock markets. (Sound familiar?) Urban real estate 
prices and the Nikkei average for the Tokyo Stock 
Market tripled in value from 1985 to 1990. 

In retrospect, even if the Japanese system had 
enabled high growth in the earlier postwar period, 
it presented a poor structure for a mature econo- 
my. Consider the corporate sectors lack of empha- 
sis on profits. A manufacturing firm in a rapidly 
growing economy can afford to retain poorly per- 
forming products in its portfolio when the growth 
and profits of its main products overwhelm losses 
elsewhere. Such a firm can also easily make a 
commitment not to lay off workers, since its need 


Will the models that explain 
economic growth still hold in an 
economy with a shrinking population? 
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for workers is almost always constantly increas- 
ing (and recessions in such economies tend to 
be short and mild). A firm in a mature, slowly 


growing economy is in a very different situation. 


Peripheral products doing poorly can drag down 
a company if the sales of its main products are 
growing slowly and not generating high profits. 
In such an economy, recessions also imply a real 
need to reduce employment. By the mid-1990s, 
Japanese firms and the government recognized the 
need to alter the system. 

The ensuing debate over change and deregula- 
tion got off to a slow and uncertain start—the 
country had so recently believed in the superiority 
of its economic model. The trigger for the debate 
was the onset of the lost decade, as the speculative 
bubbles in the real estate and stock markets col- 
lapsed. From their peaks at the beginning of the 
1990s, indices for both real estate and the stock 
market dropped 70 percent—and they remain at 
this reduced level today. - 

As a consequence, the financial system -was 
awash in bad loans when the bubble burst, and 
the government conspired 
with the banking sector 
for several years to paper 
over the problems. By 
1998, however, the bank- 
ing system was near col- 
lapse, and the government 
finally began the painful 
process of cleaning up the mess through tempo- 
rary nationalization of some banks, recapitaliza- 
tion of others, and pressure on banks to write off 
their bad loans. 


THE REFORM LEGACY 

In addition, the continued economic stagnation 
during the 90s led many to realize that reform of 
other aspects of the economy was necessary as 
well. The result was a process of revision or com- 
plete alteration of a number of key laws affecting 
economic behavior. A partial list of these changes 
includes: better accounting practices (and a quar- 
terly rather than a semi-annual reporting cycle), 
changes in the structure and legal responsibilities 
of corporate boards of directors, greater ease in 
spinning off individual divisions of a company, 
greater flexibility in labor practices, and Beier. 
bankruptcy procedures. In this new-environient 
shareholders, fcr example, hav 
more pressure on firms to rgst 
increase their attention to profi T 
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These are important changes for Japan. In a 
mature market-based economy, financial markets 
play a crucial role in allocating resources, expand- 
ing the financing of firms and industries believed 
to be future leaders, and withdrawing funds from 
firms and industries that perform poorly. To be 
sure, the market process is imperfect, as has been 
demonstrated with stunning impact in the United 
States over the past year. But the important long- 
term issue is continuous reallocation of produc- 
tive resources. Japan's economic system had been 
geared toward stability (with stable market shares 
and limited entry or exit of firms) and government 
guidance—attributes antithetical to the process of 
continuous, flexible reallocation. 

Some of the changes in the rules have been 
sufficiently recent that it is difficult to determine 
how much impact they are having on corporate 
behavior. But we see evidence that shareholders 
are becoming more activist, firms are restructur- 
ing by jettisoning weak divisions, mergers and 
acquisitions are increasing, and even start-ups in 
fields such as biotechnology are becoming more 
common. To the extent that the rigidities of the 
old system were still operative during the lost 
decade of the 1990s, these changes suggest that 
Japan will emerge from the current recession more 
quickly this time around, so a new lost decade is 
not likely. 

Another strength in Japan's current economic 
situation is that the specific problems that caused 
the collapse of real estate and stock market prices 
at the beginning of the 1990s, and that engen- 
dered a lost decade of economic stagnation, are 
largely gone. Reaction to problems in the bank- 
ing sector was very slow, but the effort to clean 
up the mess was eventually successful. Bad loans 
were reduced to a low level and capital adequacy 
was restored by around 2004. Oversight of banks 
was shifted from the Ministry of Finance to a new 
Financial Services Agency (FSA), created in 1998. 
After a slow start, the FSA gained credibility as a 
tough regulator. Japanese banks will certainly face 
a new wave of bad loans this year as some manu- 
facturers suffer because of the recession and the 
drop in exports. But the activist FSA will not stand 
for any prolonged pretense, such as existed in the 
1990s, that problems do not exist. Therefore, the 
financial sector is unlikely to be the catalyst for a 
new lost decade. 

Finally, Japan continues to exhibit considerable 
strength in manufacturing, driven by competent 
engineering. Ás in the United States, the percent- 


age of young Japanese who choose to major in 
engineering has declined, but it remains relatively 
high. In 2005 (the latest year of available data), 
engineering majors made up 17 percent of all 
Japanese undergraduates, down only modestly 
from a 1970s peak of 21 percent. In the United 
States, less than 5 percent of undergraduate 
degrees are in engineering. While producing lots 
of engineers does not assure success in manufac- 
turing, Japan’s large supply of engineers does sug- 
gest one reason that the nation’s manufacturing 
firms have succeeded in international competition 
over the past half century. With a sustained and 
sizable supply of young engineers coming out of 
the education system, Japanese manufacturing 
firms should be able to do well in global markets. 


THE DEMOGRAPHIC DRAG 

Offsetting Japan’s current strengths are a num- 
ber of caveats and negative factors. These include 
adverse demographic change, adverse macroeco- 
nomic developments, and the uncertain direction 
of change in reforming the economic system. 
These factors inject some doubt into the economic 
forecast. 

The most obvious negative development is 
demographics. Japan has had a birth rate below 
two (that is, a birth rate of less than two children 
over the childbearing years of each woman) since 
the 1970s. Even with a population that is living 
longer, the low birth rates imply that Japan is now 
entering a prolonged period during which total 
population will shrink (a decline that may have 
begun in 2008). With this overall decline comes 
an equally important shift in the age structure of 
the population, as the number and share of chil- 
dren decline while the number and share of adults 
over the age of 65 expand rapidly. These develop- 
ments have several implications for the economy. 

Keep in mind that economists simply do not 
know much about the dynamics of economies 
with shrinking populations. In the roughly two 
centuries since the beginning of the industrial revo- 
lution, population has been expanding in all indus- 
trializing countries. Will the models that explain 
economic growth still hold in. an economy with 
a shrinking population? We simply do not know. 
Assuming, however, that our understanding of eco- 
nomic dynamics is not completely invalidated by a 
shrinking population, these demographic changes 
hold several important consequences for Japan. 

First, the obvious consequence of a falling 
population (and a falling working-age population) 


is that economic growth will be slower. Looking 
at the supply side of the economy, growth comes 
from three inputs: labor, capital, and productiv- 
ity. Unless capital and/or productivity grow fast 
enough to offset it, falling labor input implies 
slower or negative growth. Of. course, a small- 
er working-age population does not necessarily 
imply less labor input, since more women, more 
elderly people, or more foreigners could enter the 
workforce. While all three of these offsets are pos- 
sible, are they likely? 

Fifty percent of adult women in Japan do 
work, and moving that proportion higher will 
require both expanded day care facilities and fur- 
ther change in social attitudes (especially about 
women as corporate managers). People may keep 
working to an older age, but the trend in Japan 
over the past decades has been in the opposite 
direction as retirement benefits have become more 
generous. It is conceivable that more foreigners 
will begin working in Japan,.but even with some 
expansion of foreigners living in the country over 
the past quarter-century, they still account for just 
l percent of the total pop- 
ulation—by far the lowest . 
among advanced industrial 
countries. Social attitudes 
about large numbers of 
immigrants or guest work- 
ers are slow to change in 
Japan—one of a relatively 
small number of countries where people regard 
themselves as belonging to both a nation-state and 
to a single distinctive ethnic group. 

What about capital and productivity change 
as offsets to a falling population? An acceleration 
of capital inputs alone is unlikely. The ratio of 
non-residential fixed investment to GDP remains 
higher in Japan than in the United States, suggest- 
ing that the economy is already building excess 
capital stock (despite corporations’ presumably 
increased emphasis on increasing profits). 


THE QUESTION OF PRODUCTIVITY 

The real question mark is productivity. With a 
shrinking number of workers and limits on the 
impact of expanded capital, positive economic 
growth occurs only if output per worker rises 
faster than the number of workers declines. The 
desire in Japan to accelerate productivity growth 
has led, for éxample, to increased spending on 
research and development. Over the past two 
decades, R&D spending in Japan has risen as a 





If Japan does not accept a substantial 
rise in immigration, economic 
growth will certainly be slow. 
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share of GDP, and that ratio is now higher than 


-in the United States or Germany. But despite the 


increased spending on R&D, productivity growth 
stagnated in the 1990s. That poor performance 
was affected by the inability of corporations to 
shed workers as the economy stagnated. (If out- 
put falls but the number of workers does not, then 
output per worker falls.) 

Taking all this into account, it is difficult to pre- 
dict a future acceleration of productivity growth 
coming from the more successful application of 
new technologies to the production of goods and 
services. Therefore, the most likely outcome in 
Japan is that GDP growth will slow over the next 
decade (and perhaps will average only 1 to 1.5 
percent), while GDP per capita will rise a bit faster 
as the population falls. 

A second major potential impact of demograph- 
ics on the Japanese economy is that productivity 
could be adversely affected by the decline in the 
number of young people entering the workforce. 
While the high percentage of undergraduate stu- 
dents majoring in engineering may be good 
for the manufacturing sec- 
tor, the absolute number 
of these students is fall- 
ing. Consider the cohort 
of Japanese aged 20 to 24 
years of age, who roughly 
represent the cohort of new 
entrants to the labor force. 
As of 2007, the number of Japanese aged zero 
to 4 years old was 25 percent smaller than the 
cohort aged 20 to 24. This means that, over the 
next 20 years, Japanese firms will see the annual 
number of young adults graduating from school 
and entering the labor force shrink by 25 percent. 
If these young people are the ones with the latest 
engineering education, and are a source of new 
ideas about innovative products and services, 
then Japanese firms will be weakened by the fall- 
ing numbers, and the rate of productivity growth 
could decelerate. 

Third, the rising share of Japanese who are over 
the age of 65 presents problems for the economy. 
The elderly tend to consume services (nursing 
care, for example) that involve relatively low lev- 
els of productivity and a low rate of productivity 
growth. As the elderly expand as a share of total 
population, therefore, a shift in the structure of 
the economy (relatively less manufacturing and 
relatively more services for the elderly) might 
lower overall economic growth and productivity 
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improvement. As in the United States, moreover, 
financial problems are emerging with regard to 
both the social security system and the national 
health care system. These problems can be solved 
only through a combination of tax or fee increases 
and reductions in benefits—potentially a further 
drag on economic growth. 


SEARCHING FOR GROWTH 

Shifting the focus from the supply side of 
Japan’s economy to the demand side, one impor- 
tant adverse macroeconomic development is the 


country’s slow growth in household consumption ` 


spending. The largest component of any economy 
is household consumption (consumer spending 
exclusive of housing investment). In the United 
States, household consumption accounts for 
about 70 percent of GDP, and in Japan 56 percent. 
Because this segment of GDP is so large, weak 
consumer spending drags down overall growth. 
Performance of consumer spending was a problem 
for Japan in the recovery that began in 2002 and 
will continue to be a problem for the next five to 
ten years. i 

During the five years 
from 2002 to 2007, the main 
drivers of Japans economic 
growth were exports and cor- 
porate investment (mainly by 
export-oriented manufactur- 
ing firms). In that five-year 
period, inflation-adjusted 
GDP rose a total of 11 percent, with exports rising 
58 percent and non-residential fixed investment 30 
percent. But consumer spending rose only 5 per- 
cent. During this time, optimists kept waiting for 
the rebound in economic growth to spill over into 
rising household incomes and to lead in turn to an 
acceleration in consumer spending. But this .did 
not happen, largely because of Japan's necessary 
shift toward a more flexible labor force. 

Japanese firms, faced with great difficulty in 
laying off “regular full-time workers," increased 
hiring of temporary and part-time employees 
who receive less pay per hour worked than do 
regular employees. As important as this shift 
may have been for corporations as.a means of 
providing greater flexibility in employment over 
the business cycle, the impact on household 
income was negative. The only way households 
managed to produce even a modest increase in 
consumption was by spending a larger share of 
their after-tax income. 


Some of the specific features of 
the Japanese economy that 
prolonged the problems of the 
1990s are not a factor this time. 


Indeed, although Japanese households were 
once known for their high savings rates, they are 
no longer big savers. As the proportion of elderly 
people (who have a lower savings rate in all soci- 
eties) has increased in Japan, and as consumers 
have tried to sustain consumption levels even as 
incomes stagnated or fell, Japan's savings rate has 
declined sharply. The ratio of annual savings to 
after-tax income has fallen from a peak of almost 
25 percent in the mid-1970s to only 4 percent 
today. 

Going forward, consumer spending is likely to 
remain weak for a different reason. As in the United 
States, Japan has a *baby boom" generation (born 


| 1947-1953) that is. now approaching retirement 


age. Japan still has an age-related upward curve in 
wages and salaries that is more pronounced than 
in the United States. Therefore, as Japan's boom- 
ers retire and are replaced by young entrants into 
the workforce, income levels fall as each highly 
paid retiree is replaced by a cheaper young person. 
This trend is good for firms, which have been top- 
heavy with expensive older workers for some time, 
but it is not good for total 
household income. Thus, 
weak growth in household 
income is likely to remain a 
feature of Japan's economy as 
it struggles to recover from 
the current recession. 

Weak growth in house- 
hold income and spending 
implies that economic growth will have to come 
from other parts of the economy, and the logical 
source is exports. Growth of exports, in turn, will 
depend on economic recovery in Japan's principal 
export markets (China and the United States), as 
well as on the course of the exchange rate of the 
Japanese yen. As was the case in the 2002-2007 
period, exports could lead the economy back to 
a sustained, moderate level of economic growth. 
But this prospect remains uncertain. The yen is 
stronger against other currencies than it was in 
the early part of this.decade (thereby reducing 
the price competitiveness of Japanese exports in 
global markets), and Japanese firms in many lead- 
ing export industries face ever-stronger competi- 
tion abroad. 

An additional adverse macroeconomic develop- 
ment would be a return of deflation (an econom- 
ics term referring to a general decline in prices, 
including wages and salaries, in an economy). 
Japan experienced modest deflation from 1993 


until 2007, an unusual development, since Japan 
was the only. industrialized country since the 
Great Depression of the 1930s to experience any 
sustained deflation. 

Ecoriomists do not like deflation because it 
makes debts:harder to repay: (as firms try to 
repay fixed-amount. loans -with a reduced rev- 
enue stream) and it complicates monetary policy 
(since nominal interest rates cannot be pushed 
below zero, that leaves real interest rates in posi- 
tive territory). Japan had finally emerged from 
deflation by 2008, but the cause was not acceler- 
ating economic growth putting upward pressure 
on wages and prices—it was simply the pass- 
through of higher oil prices. With a sharp reces- 
sion and a decline in oil. prices, deflation could 
return to Japan, and: once it returns it becomes 
difficult to reverse. ` 


LOST IN TRANSLATION? . — 


The final potential negative element in Japan’s 


economic future lies in the nature of systemic eco- 


nomic change. Changes in laws and regulations 
have been extensive over the past decade. But the 
extent to which these legal changes will trans- 
late into better economic performance remains 
somewhat unknown. As noted above; important 
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changes that may help corporate performance, 
such as a more flexible labor market, have in some 
cases been carried out in a way ‘that hurts house- 
hold income. ` 
Also, consider the changes that have spurred an 
increase in high-tech stártup companies financed 
by a rising venture capital industry. Compared to 
the 1980s, the growth seems substantial, since 
venture capital and high-tech startups were virtü- 
ally unknown back then. But in comparison to 


-the United States; the numbers seem rather small. 


Perhaps the venture-capital market will continue 
to grow in Japan (once the current recession is 
over), aided by the regulatory changes of the past 
decade, but no one really knows. 

‘Some in Japan are worried about the durability 
and impact of the legal changes that have taken 


. place. Reform began in an atmosphere of anxi- 


ety during the lost decade and continued under 
Prime Minister Junichiro .Koizumi (2001—2006). 
He was widely regarded as a reformist maverick 
who aggressively challenged the traditionalists in 
his party. Since he stepped.down, Japan has not 
had a prime minister showing the same degree of 
activism on economic reform, leading to worries 
about whether some reforms will be scaled back 
or undermined by weak enforcenient. 
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Equally uncertain is the extent of change in 
corporate behavior. One of the purposes of hiring 
temporary and part-time employees to reduce the 
. number of workers with a high level of job secu- 
rity was to enable greater flexibility in downsizing 
during a time of recession. The first test of this 
greater flexibility has come with the current deep 
recession. However, as of May 2009, employment 
in Japan had dropped by only 2 percent from its 
peak a year earlier, compared to over 4 percent in 
the United States, despite the fact that the Japanese 
economy had shrunk much more than the US econ- 
omy. When firms in Japan began firing part-time 
and temporary workers, the result was negative 
commentary in the press and talk of new regula- 
tions to grant these workers greater job security. 
The numbers suggest strongly that, faced with criti- 
cism, firms blinked when the time came to exercise 
their new flexibility in adjusting employment. 

Too much has changed in Japan over the past 
10 to 15 years to completely put the genie back in 
the bottle. Nevertheless, the extent to which the 
new, more market-oriented rules and regulations 
will be implemented, or the extent to-which they 
will have a real impact on economic performance, 
remains to be seen. Analysts of Japan remain rath- 
er divided in their expectations. Only time will 
tell whether these changes will produce a more 
vibrant economy. 


LOOKING INWARD 

Japan has been one of the great success stories 
of the past century. It has become the first and so 
far the only large non-Western nation to join the 
ranks of the leading advanced economies in the 
world. That record alone should lead one to think 
that Japanese society will manage relatively well in 
responding to current economic challenges. The 
lost decade of the 1990s might undermine that 
optimism, but even in that case Japan eventually 
came to grips with the pressing issues of the day, 
prevented collapse of the financial system, and 
revamped many of the rules that shape the eco- 
nomic system. | 

As a result, Japan encountered the current glob- 
al recession in much better condition than when 
it faced the homegrown asset-bubble collapse 
at the beginning of the 1990s. At that time, the 


economic system was long overdue for revamp- 


ing, and the old system exacerbated the problems 
stemming from the collapse of the bubble and 
seriously delayed the recovery This time the 
economy should be more resilient. 

However, both the strength of recovery. from 
the current recession and Japan's longer-term 
economic outlook are still clouded—above all, by 
demography. Since birth rates change only slowly, 
Japan will face a natural population decline for at 
least several decades. The native-born population 
could decline by as much as 16 percent in just the 
next 30 years, and 25 percent by 2050, according 
to Japanese government estimates. This might be 
enough to bring about a pro-immigration policy, 
but reluctance to accept foreigners into Japanese 
society has been so deeply ingrained that it is dif- 
ficult to imagine any major change. . 

If Japan does not accept a substantial rise in 
immigration, economic growth will certainly be 
slow, even though productivity increases may 
continue to lift the level of affluence at a relatively 
healthy rate. What happens to productivity will 
depend on the continuing story of reform -and 
deregulation. If that process continues, it is pos- 
sible that Japan will experience a stronger boost 
in productivity as firms face more pressure from 
shareholders to behave efficiently. 

The likeliest outcome—very slow growth— 
has broad economic and political implications. 
For starters, Japan will not be a driver of glob- 
al economic growth..Equally important is the 
impact on Japan’s role in global affairs. If the 


. country faces slow growth along with financial 


problems in social security and national health 
insurance, it is unlikely that Japan will increase 
its foreign aid or defense spending. Indeed, 
spending on both of these elements of Japan’s 
engagement in global affairs has been flat or fall- 
ing for the past dozen years, and that trend is 
likely to continue. 

More broadly, Japanese society may become 
more inward-looking—absorbed in problems 
ranging from reforming the economy to coping 
with a shrinking population. Such an outcome 
is by no means certain, but these are possibili- 
ties that are important for Americans to keep in 
mind when tugging on the Japanese government 
to play a role in global affairs more in line with 
its economic weight. | 
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In China's Economy, the State's 
Hand Grows Heavier 


BARRY NAUGHTON 


ince the global economic. crisis erupted last 

year, an already tight relationship between 

Chinas government and its economy has 
become even closer. This is largely a side effect 
of vigorous government intervention to provide 
stimulus to the economy. In this sense, China's 
trajectory has resembled that 
of other countries struggling 
to contain the global crisis. 
In addition, though, China's 
strong performance in the 
face of the crisis has sharply increased the self- 
confidence of Chinese economists and policy 
makers. As a result, they are willing to intervene 
more strongly, openly, and decisively in the econ- 
omy, and this willingness is having an impact in a 
few important areas. 

The governments actions have produced a 
complex situation, one replete with unintended 
consequences and paradoxical effects—including 
in the international sphere. China's growing self- 
confidence allows it to assert itself as a global 
player. Its increased global influence means that it 
can sometimes bend the rules to its advantage. But 
to achieve the full extent of the influence to which 
it aspires, China must also demonstrate that it can 
play by the rules. As a result, China's engagement 
with the International Monetary Fund (IMF) and 
the World Trade Organization (WTO) has ‘been 
sustained and even heightened, despite the pat- 
tern of growing national assertiveness. 

China in general has not broken with its past 
pattern of incremental decision making and inti- 
mate entanglement between government and mar- 
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kets. Indeed, Chinese policy makers increasingly 
feel vindicated that they have chosen the correct 
developmental path. Still, the need to prioritize 
the response to the economic crisis has meant 
that other policies have been deferred, and some 
important goals kicked further down the road. 


THE ENGINE SPUTTERS 

The Chinese government has built the most 
powerful growth machine the world has ever 
seen. This achievement has been the result of 
many factors, not the least of which is a successful 
strategy of gradualist economic reform. However, 
an important part of China’s astonishing growth 
performance has been government actions that 
consistently extend policy preferences to domes- 
tic investment and to exports. Through most of 
this decade, the strategy has paid off handsomely. 
Growth steadily accelerated through 2007, and 
Beijing threw a lavish coming out party during the 
Beijing Olympics in August 2008. 

All along, hcwever, it was well understood that 
the policies that produced this growth miracle were 
unbalanced and, perhaps, unsustainable. Incomes 
have increased and consumption standards for 
ordinary Chinese -have certainly improved, but 
further dramatic improvements in living standards 
will require a shift in resources from investment 
to consumption and social services. An emphasis 
on heavy industry has required massive inputs of 
energy and resources, producing terrible pollution 
and threatening environmental sustainability. 

Meanwhile, a huge overall trade surplus opened 
up after 2004, peaking at 8 percent of GDP in 2007. 
Government policy contributed to this surplus by 
keeping the renminbi (or RMB, the Chinese cur- 
rency) pegged to the US dollar at a low level. This 
in turn created friction with China’s trade part- 
ners—including the United States—who believed 
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that undervaluation gave Chinese exports an 
unfair competitive advantage. | 

In short, pressure to alter, the growth strategy 
had been building for some time. As early as 2004, 
and consistently thereafter, the Chinese govern- 
ment expressed its intent to move toward a more 
balanced growth path, one that was friendlier 
to the Chinese consumer and the environment, 
and one that made better use of Chinas rapidly 
increasing stock of human knowledge. Such a pol- 
icy shift would cut China's consumption of natu- 
ral resources and energy and ultimately reduce the 
trade surplus as well. 

Yet, despite these policy declarations, not much 
had actually been achieved by 2008. Except for 
some rural policy adjustments, little had been 
done to shift the economy's growth path. Growth 
strategy has proved to be interwoven with eco- 
nomic institutions embedded in the Chinese sys- 
tem, and quite resistant to change. 

Then last year the American financial cri- 
sis slammed into China with unexpected feroc- 
ity. The most dramatic impact came in October 
2008, weeks after the tri- 
umphant conclusion of the 
Beijing Olympics. The crisis 
knocked Chinese policy mak- 
ing off track, dashing hopes 
for a smooth rebalancing of 
the economy and its external 
accounts. 

In fact, Chinese policy 
makers had been engaged in trying to cool off the 
overheated economy since the fourth quarter of 
2007. They had raised interest rates.and (finally) 
allowed significant appreciation of the RMB. These 
measures were necessary to help control inflation- 
ary pressures by reducing demand for housing and 
investment (via the higher interest rates) as well as 
for exports (via the RMB exchange rate). Precisely 
because the policies were effective, Chinese politi- 
cians were already taking heat from a number of 
interest groups. Housing markets were: stalling 
out, and some export manufacturers were crying 
for relief. . no oF 

When the financial tsunami arrived in October 
2008, policy makers found themselves dealing 
with a dangerous slowdown combining both 
domestic and foreign challenges. Perhaps because 
the downturn was so threatening, the govern- 
ments reaction was decisive, quick, and generally 
effective. This response, beginning with a stimu- 
lus package announced in November 2008, has 





If credit growth is not brought 
under control, the result would 
be an unmitigated disaster 
for the Chinese economy. 


shaped everything that has come since. It is the 
starting point for considering the Chinese econ- 
omy today and the evolving relationship between 
China’s government and its markets. 


BEUING'S KEYNESIANS 

China’s stimulus effort, employing govern- 
ment spending to jumpstart demand, was one of 
the most strongly “Keynesian” of all the national 
responses to the economic crisis. It was big and it 
was fast. By the summer of 2009, China’s economy 
was clearly recovering from the sharp downturn it 
had suffered at the end of 2008, and most of the 
credit for this goes to government action. 

The stimulus program has also increased China’s 
credibility abroad, since the government made a 
significant addition to global demand while under- 
pinning China’s early emergence from recession. In 
this case, the aggressive pursuit of Chinese interests 
strongly supported the goals of global economic 
stabilization and resumed: growth. 

The most prominent part of the overall stimu- 
lus has been the central governments official 
investment initiative. The ini- 
tial program, announced in 
November 2008, was for 4 
trillion RMB ($586 billion), 
equal to 13 percent of 2008 
GDP. The quick announce- 
ment of this big, round, and 
(inevitably) imprecise num- 
ber was important in restoring 
confidence to badly shaken markets. 

Even more important was the fact that disburse- 
ment began almost immediately The Chinese 
government and Communist Party sent an emer- 
gency directive to government departments at all 
levels, emphasizing the need to prop up domes- 
tic demand and start new construction proj- 
ects. Literally within weeks, local governments 
throughout China were meeting to compile lists 
of shovel-ready projects that complied with cen- 
tral government guidelines. As a result, resources 
began flowing through the pipeline by the end 
of 2008, and expanded government investment 
began to have a discernible impact on the econo- 
my during the first quarter of 2009. 

The investment allocations, moreover, were 
generally well targeted. One trillion RMB out of 
the total 4 trillion were earmarked for earthquake 
reconstruction in Sichuan. Of the remaining out- 
lays, half were for public infrastructure, primarily 
transportation. The next two largest tranches were 


for affordable housing and rural village infrastruc- 
ture. Technology, environment, and health and 
education expenditures rounded out the program. 
Accompanying the well-conceived composition of 
spending was a relatively transparent allocation of 
funds. Regular reports have tracked the disburse- 
ment of stimulus funds by quarter, region, and 


broad use, and the reports have been distributed - 


promptly and on schedule. The government has 
treated this program as a centerpiece of pono 
making that needs to'be run well. . 

Apparently good management in the govern- 
ment investment program is only part of the story, . 
however, and it may. be somewhat misleading. In 
fact, the size of the expenditure is not as large as 
it initially appears. The spending is to be spread 
-over nine quarters (from the fourth quarter of 
2008 through the end of 2010). Also, the 1 trillion 
earmarked for rebuilding after the Sichuan earth- 
quake had already been implicitly committed, and 
so was notreally new money. 

Of the remaining 3 trillion; actual hude 
funds were allocated for only 1.18 trillion RMB, 
with the remainder to come from local fundraising 
or bank loans. The, budgetary spending, spread 
over two years, amounts to less than 2 percent of 
GDP per year—not all that. impressive a figure., 
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A LENDER BE 


So why, theri, has the stimulus seemed so effec- 
tive, with China becoming the first economy in 
the world to bounce strongly off the bottom and 
return to growth? The answer is that, along with 
the official investment plan, a flood of lending 
from Chinese state-run banks has financed anoth- 
er, less publicized but far larger stimulus. —— 

The same urgent: directive from the central 
government that instructed local governments 
to speed up construction outlays also instructed 
China’s state-run banks to step up their lend- 
ing to government-approved projects. The banks 
responded vigorously: . During the first half of 
2009, Chinese bank lending increased by a whop- 
ping 7.4 trillion RMB, or 24 percent of GDP. 

To be sure, some credit growth is necessary in 


‘every expanding economy. Even so, the explosion 


of bank lending in 2009 blew. the lid off normal 
patterns of access to credit. Over the past 10 years, 
the growth of credit in. the first half of the year has 
averaged 10 percent of GDP. Subtracting this aver- 
age (or “norma!”) credit growth from 20095 actual 
growth gives us a rough measure of the amount of 
stimulus delivered through the banking system: 14 


| percent of GDP during the first half of 2009 alone. 


ASIAN SECURITY 


. Asian Security aims to be the foremost journal on all aspects of national ~ 


. and international security in Asia. The journal covers "traditional" issues like 

. interstate warfare, the regional balance of power, alliances and other multilat- 
eral security institutions, national defense policies, strategic.culture, civil-mili- 
tary relations, nuclear proliferation, conventional arms races, arms control, _ 
and conflict-prone areas, as well.as "new" security issues like the.stability of 
democratic transitions, globalization and its backlash, ethnic conflict, insur- 
gency and counterinsurgency, failing states, and transnational terrorism. 


— Editors 


Michael R. Chambers 
Indiana State University — 
Email: mchambers3@indstate. Edi 


To view an online sam ple visit: : 
www.tandf.co.uk/journals/FASI 
f Amy L. Freedman 


Routledge 


Taylor & Francis Group 


ESCRITO 


Devin T. Hagerty 
Taylor & Francis 

Attn: Journals Customer Service 
325 Chestnut Street 
Philadelphia, PA 19106 

Tel: (800) 354-1420, press “4” 
Fax: (215) 625-8914 
customerservice@taylorandfrancis.com | ya 





Long Island University 
Email: alf2107@columbia.edu 


- . University. of Maryland 
Email: devinhagerty@gmail.com 


Publication Details 
Volume 5, 2009 

3 issues per year 

ISSN Print 1479-9855 
ISSN Online 1555-2764 


‘2009 Subscription Rates 
Institutional print and online: 
US$358/£216/€285 
Institutional online-only: 
US$340/£205/€271 

Individual print: 
US$84/£56/€67 


Visit: the Routledge Politics and International Relations site at: 2 
Www. informaworld. com/politicsándir.- gay 1 c 


280 e CURRENT HISTORY © September 2009 


As noted before, the amount of direct fiscal 
stimulus via the government investment plan will 
amount to just under 2 percent of GDP during 
the entire year. In addition, some fiscal stimulus 
will come through expanded social programs 
and reduced tax take. Combining these three 
components yields an overall stimulus effort of 
18 percent to 20 percent of GDP in 2009, even if 
there were no further extraordinary credit growth 
in the second half of the year. This is certainly a 
large program, but the credit expansion accounts 
for the largest part of it. 

The credit expansion was necessary in many 
respects. It was needed to finance the rapid rollout 
of investment projects initiated by local govern- 
ments that did not have the funding to pay for 
them. But the heavy reliance on bank credit has 
downsides as well. 

One downside is that the sheer: speed of the 
credit surge undermines important policy goals. 
Cases of shoddy, poorly designed, and some- 
times dangerous construction projects are already 
numerous. In the long run, the government will 
have to shoulder the cost of 
failed projects and an associat- 
ed increase in nonperforming 
loans on the banks’ balance 
sheets. 

In order to move such a 
huge volume of credit, banks 
have inevitably turned to 
large, especially state-run companies to take up 
the loans. State firms enjoy implicit government 
guarantees for these loans, which are obviously 
in accordance with state policies. Meanwhile, the 
banks have little time to assess sometimes-risky 
small-scale projects initiated by small, mostly pri- 
vate firms without any government backing. The 
result is that the share of lending going to China's 
private sector, already low, has dropped further. 


Loans to households for all purposes—con-_ 


sumption as well as household business—made 
up only 15 percent of the increased lending in 
the first half of 2009, down from a 2007 peak of 
nearly one-third of all lending. This was despite 
repeated government statements that the banks 
should support small and medium-sized enter- 
prises (which are now almost entirely privately 
run). The long-term objective of creating a more 
diverse and resilient economy, less dependent on 
large state-run firms, has been seriously set back. 

Á second downside to the credit expansion is 
that overall spending will be much less effectively 


Inevitably, a large stimulus 
program means a bigger direct 
role for the government. 


targeted than the spending in the official govern- 
ment investment plan..Much of the increased lend- 
ing is going.to new infrastructure, but the overall 
lending; when eventually known (we do not yet 
have good data about its composition), will. cer- 
tainly extend well beyond official priorities. 

Because the flood of money is so much larger 
than the economy's basic needs—given that this 
is a year with lower than average growth and zero 
inflation—inevitably some of the liquidity sloshes 
into corporate bank accounts and then finds its- 
way into speculation on the stock market and in 
real estate. 


A BLUNT INSTRUMENT 

Indeed, the Chinese stock market has already 
bounced back—by July 2009 it had doubled 
its November 2008 lows. Land prices have also 
rebounded to reach their previous. highs. Some of 
this reflects legitimate economic recovery, and the 
stock market's value is still only half of its previous 
speculative high. But China now faces the danger 
that a new asset-market bubble is being cre- 
ated, even while the recovery 
of consumer confidence and 
consumption expenditures 
remains fragile, and export 
demand depressed. Future 
threats of inflation and stop- 
and-go macroeconomic policy 
are clearly a growing concern. 

China may escape:such threats if strong invest- 
ment demand spills over to expand household 
income, improve domestic consumption, and cre- 


ate a sustainable recovery. If the global economy 


stabilizes and Chinese exports pick up, it is possi- 


` ble that none of these problems will matter much 


in five or ten years. But in any case, the flood of 
credit has exposed serious ongoing weaknesses in 
the Chinese system. DR 

While policy has been decisive, it has also been 
clumsy—a blunt instrument. China's government 
has had a big and quick impact on the economy, 
but this impact is in some ways akin to what it 
would have been under the old planned economy. 
The government still has the ability to mobilize 
resources, but not to steer them efficiently to the 
best use. And policy measures large enough to 
have such an impact will inevitably overshoot. 

China's policy makers have pulled the economy 
out of an incipient recession, but at the cost of 
unleashing a flood of liquidity. on the system. 
After economic recovery, it will take time for 


China to work down the excess liquidity and pay 
the costs of such rapid action. 


ADVISER TO THE WORLD | 

The global:economic crisis has already begun 
to alter the way Chinese policy makers and 
economists see their place in the world. Chinese 
economists typically see the crisis as an erup- 
tion of long-accumulating problems within the 
US financial system. They tend to see their own 
record of economic growth, and also the speed 
and decisiveness of the stimulus package, as evi- 
dence of the superiority of their own model of 
close involvement in the economy. 

Thus, one immediate effect of the crisis has been 
to largely discredit, in Chinese eyes, the economic 
advice that China sometimes gets from Western 
critics, particularly thóse in the US Congress and 
Treasury Department. Such advice is indeed some- 
times overly simplistic, and generally unsolicited. 

Chinese policy makers now feel vindicated in 
some of.their earlier decisions, including a deci- 
sion to limit the: scope of RMB appreciation 'to 
2l percent against the US dollar over the period 
from July 2005 to July 2008. Since July 2008, the 
dollar-RMB exchange rate has not budged. Instead, 
policy makers in Beijing are now more inclined 
to blame: Chinese trade surpluses on excessively 
loose monetary policy in the United States in the 
run-up to the financial crisis. 

At the same time, since the Chinese stimu- 
lus: program clearly does have positive’ spillover 
effects for the rest of the world, foreign govern- 
ments, including the administration of Barack 
Obama, are far less likely to press China to adhere 
to their policy preferences. Thus, China gets less 
free advice from abroad now, even as it pays less 
attention to it. É 

“Yet this does not necessarily mean that China is 
more distant from foreign governments and interna- 
tional organizations. For example, the relationship 
between China and the IMF had been noticeably 
cool in recent years. As the IMF rethought its role 
in the global economy before the crisis; some pres- 
sure developed within the organization to declare 
China’s currency “fundamentally misaligned,” in 
order to push. China harder to let its currency 
appreciate faster. Because Beijing was unwilling to 
accept the rebuke implied in such a designation, 
the IMF since 2007 had been unable to complete its 
regularly mandated consultation with China. 

Recently, however, the IMF seems to have eased 
its stance, while China has developed a new fond- 
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ness for the IMF. Uncomfortable with its excess 
dependence on the US dollar in its $2 trillion 
official foreign exchange reserve holdings, China 
has urged the IMF to expand the use of so-called 
special drawing rights, the multinational reserve 
currency unit that was created in the 1970s but 
has mainly languished since. China has, more- 
over, agreed to lend dollars to the IMF to support 
such international reserve creation. : 

While stepping up its support for the IMF, China 
has also stepped up its advice to Washington. 
Several Chinese economists: have joined Prime 
Minister Wen Jiabao in urging the United States to 
restrain the pace of monetary expansion and con- 
trol its fiscal deficit, while reminding Americans of 
their responsibility to provide a stable currency to 
the world and protect the value of their government 
debt. Thus, China is now able to match the United 
States in its ability to provide cheap, unsolicited 
advice, and the balance of international trade in 
such advice has swung strongly in favor of China. 


OPENING THE ACCOUNT 

At the same time, China has continued its 
gradual—that is, slow but cumulative—process 
of economic reform. This is evident in its con- 
tinuing steps toward opening its capital account. 
China has adopted a number of measures to make 
it easier for Chinese firms to invest abroad, to 
freely convert currencies used in trade, and to use 
the RMB in settling trade bills. Virtually the only 
capital flows still restricted are those for portfolio 
investment (in both directions), which can legally 
take place only through registered intermediaries. 

Ironically, opening the capital account has been 
encouraged by Chinese disillusionment with the 
US dollar-based financial system, and by an open- 
ly expressed desire to foster a gradual movement 
toward a stable multiple-currency-based interna- 
tional regime. In effect, China has taken steps not 
only to strengthen the IMF but also to compete 
with it. By signing reserve currency swaps. and 
financing agreements with a range of countries as 
diverse as Argentina, South Korea, and the nations 
of Southeast Asia, China has sought to provide 
an alternative to the IMF for countries that need 
external financing. 

By making it easier to use the Chinese cur- 
rency to settle trade balances, China has taken 
the first tiny steps toward eventually establishing 
the RMB as a global reserve currency. However; 
for these steps to succeed in any meaningful 
sense, China will also have to open successfully 
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its capital account and allow the RMB to be freely 
traded. Thus, despite its disillusionment with the 
US dollar—centric global system, China so far has 
continued moving toward greater financial open- 
ness to that system. 


A BIGGER BIG BROTHER 

If China’s changed role in the global economy 
has not produced a retreat from reform and open- 
ness, what about the domestic economy? Here the 
picture is mixed. 

Inevitably, in China as in other countries, imple- 
mentation of a large stimulus program means a big- 
ger direct role for the government in the economy. 
Since China’s government already had an unusu- 
ally prominent role in the economy, such increases 
must be taken seriously. With more money to dis- 
tribute, the- Chinese government has stepped up 
its spending on rural health care and taken modest 
steps in the direction of government-provided 
health care. The state is becoming a significant, 
direct provider of urban housing. And overall, 
government investment is becoming.a much larger 
part of the economy. 

Tellingly, after declining spectacularly between 
1992 and 2007, the number of workers in state- 
owned industry actually inched up in 2008. To be 
sure, the number of added workers (237,000) is 
not significant compared to the 2007 total of 17.5 
million. Still, the reversal of the long-term declin- 
ing trend is quite significant. Some 45 million 
Chinese had worked in state-owned industrial 
enterprises in 1992, on the eve of massive down- 
sizing and privatization of state industry. 

The increased use- of state resources has been 
accompanied, not surprisingly, by a larger voice 
for the state in the use of resources. The cen- 
tral government has promulgated a set of 10 
sectoral policies that outline the vision of the 
National Development and Reform Commission 
(a direct descendant of the old State Planning 
Commission) in sectors that range from steel and 
automobiles to petrochemicals and information 
technology. Notable among the 10 sectors are tra- 
ditional industries such as textiles. 

These policies are a mixed bag. Some are 
real plans, and some are just vague vision state- 
ments. Ambitious technology development goals 
are mixed with simple bailouts of firms and indus- 
tries hurt by the economic downturn. A range of 
different instruments is envisioned, from standard 
setting to the aggressive use of government pro- 
curement to support new products and subsec- 


. tors. Such strategies are not qualitatively different 


from the way things have worked in the past few 
years, but there are more types of government 
intervention, spread over a broader swath of the 
industrial economy. 

We have also witnessed in the past year an 
increased assertiveness on the governments part 
in advancing what are perceived, to be China's 
economic interests. This is not just a defense of 
interests at the national level, but also, increas- 
ingly, a defense of Chinese firms. China has made 
a substantial effort to comply with WTO rules gov- 
erning trade and investment. But Beijing has also 
made it increasingly clear that, now that China is 
a WTO member and has agreed to play by WTO 
rules, it will do everything in its power to support 
its own companies and economic interests up to 
the limit permitted by WTO norms. 


PUSHING THE LIMITS 


In fact, repeatedly probing the limits seems to 
be official policy. For example, China's central gov- 
ernment pointedly reminded local governments 
earlier this year that they should give preference 
to domestic firms in government procurement. 
(China is not a signatory to the agreement on 
government procurement that is associated with 
the WTO, an agreement that confers mutual ben- 
efits and obligations on signatories only) A new 
antimonopoly law was deployed against Coca- 
Cola’s efforts to absorb a domestic juice brand, 
on the grounds that the takeover would harm 
the development of China's juice drink industry. 
And China reorganized its domestic telecommu- 
nications agency in order to award China Mobile, 
the country’s strongest mobile telecom provider, 
control over the domestically developed third- 
generation (3G) telecom standard, leaving the 
foreign-developed, international-practice 3G stan- 
dards to the weaker service providers. : 

In each of these three cases, the government 
displayed a clear intent to promote domestic firms 
(and domestic brands) in their competition with 
foreign businesses. The examples have something 
else in common as well: They show a willingness 
to comply with the letter of the law and of various 
agreements, and a substantial effort to justify poli- 
cies in terms of the powers and procedures that 
the rules establish. In each of these cases, China 
framed its policy in terms that are clearly compli- 
ant with the country’s WTO obligations. 

Thus officials emphasized that their instruc- 
tions to local governments referred only to gov- 


ernment procurement (where China is legally 
permitted to give preference.to domestic produc- 
ers). Government spokesmen provided a clear 
(if debatable) competitive rationale for rejecting 
Coca-Cola’s takeover bid. And in the telecom 
field, they made sure to allow. competition among 
technological standards, thus adhering to the let- 
ter of a WTO: requirement that telecom service 
licenses must be issued in a technologically neu- 
tral manner. Even so, it is clear that the govern- 
ment is using every tool permitted under the rules 
to promote the development of Chinese firms. It is 
as if WTO membership had not only resolved what 
China could not do, but also specified that China 
could do everything not expressly prohibited by 
WTO obligations. 

On a few occasions, China has gone too far. In 
June and July 2009, the government made two 
decisions that were, troubling to multinational 
businesses. The first was to require, after July 1, 
2009, that all domestic computer sales include a 
pre-installed copy of the web censorship program 
“Green Dam.” Under a hail of international criti- 
cism, China deferred the installation reguremeni 
the day before it was to go 
into effect. 

Then on July 5, Stern 
Hu—an employee of the 
Australian resource firm 
Rio Tinto, which was 
involved in tense and 
extremely valuable negotiations with China over 
iron-ore pricing—was arrested and charged with 
stealing state secrets. The charge was apparently 
motivated by his success in obtaining information 
directly from Chinese steel mills about Chinese 
negotiating positions. Although there are doubtless 
more facts to learn about both of these cases, they 
have cást a pall over relations between the Chinese 
government and multinational businesses. 


WHERE'S THE EXIT? 

The governments bold intervention in the 
marketplace has buffered China's economy from 
the worst of the global financial crisis. However, 
the state now must begin looking for an exit strat- 
egy, so that unanticipated consequences of the 
intervention do not threaten the economy’s future 
growth. 

China’s monetary authorities were clearly sur- 
prised that credit growth was so rapid in June 
2009, after slowing moderately in the two pre- 
vious months. They have begun taking modest 


China now faces the danger that a new 
asset-market bubble is being created. 
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steps to reassert control over credit creation, 
even as the government acknowledges that the 
economy remains too fragile to permit a seri- 
ous credit tightening. If credit growth is not 
brought under control, the result would be an 
unmitigated disaster for the Chinese economy. 
Impacts would include inflation, asset bubbles, 
and increased corruption. Cracking down on 
these phenomena would then lead to macro- 
economic stop-and-go cycles that would further 
injure China's economic prospects. 

The crux of the problem is that China's econ- 
omy today remains overwhelmingly dependent 
on the expansion of government investment and 
government-supported lending to support growth. 
Government infrastructure investment alone dou- 
bled in the second quarter of 2009, compared to 
the same quarter of the previous year. 

With exports still down sharply from last year, 
the government should not pull back from its 
aggressive investment program. But at the same 
time, such investment cannot sustain growth 
indefinitely. With government investment grow- 
ing so rapidly, the share of the economy devoted 
to fixed investment will 
soar above 45 percent in 
2009, setting a new record 
(for the Chinese economy 
and for any large econo- 
my, ever). Thus China has 
not been able to realize its 
stated objective of developing an economy that 
relies less on manufacturing exports and more on 
household consumption. Indeed, the global crisis 
has made the Chinese economy more unbalanced 
than ever. And by undermining consumer confi- 
dence and the position of small-scale businesses, 
it has made it even more difficult to mové the 
economy toward balance. 

The unbalanced: growth strategy is closely 
related to the prominent—and now increased— 
role of the government in the economy. For China 
to become a more prosperous and harmonious 
middle-income country, its economy will have 
to go through a prolonged period in which con- 
sumption and services grow rapidly while the 
growth of investment and heavy industrial output 
slows dramatically. But this must wait for domes- 
tic consumer confidence to revive and for the 
world economy to recover. Even then, China will 
have to devise a practical strategy to roll back the 
increases in gcvernment intervention that have 
marked this extraordinary year. E 





The North Korea Problem: 
Dealing with Irrationality 


BRUCE CUMINGS 


n April 5, 2009, not long after Barack 
C) Obama had taken office, North Korea 
test-fired a long-range missile probably 
designed to carry a nuclear warhead. On May 25 it 
conducted an underground nuclear test, following 
a similar test in 2006. Pyongyang also greeted the 
new American president with a farrago of defiant 
assertions and. non-negotiable demands: We are a 
nuclear weapons state! We don't care if you want 
normal relations with us or not! We want light- 
water reactors! Get your troops out of the South! 
Obama, it will be remembered, had campaigned 
for president on reaching out to the “rogue states" 
that George W. Bush had shunned. Obama memo- 
rably said at his inauguration that a leader willing 
to *unclench your fist" would find a hand extend- 
ed from Washington. Yet North Korea’s leaders 
chose Memorial Day in the United States, May 
25, to test successfully its three- or four-kiloton 
nuclear device (the 2006 test, of a half-kiloton 
bomb, had been judged a dud by outsiders). 
Obama declared all this to be *a grave threat" to 
the United States and pushed a resolution through 
the United Nations Security Council allowing for 
. North Korean vessels on the high seas to be shad- 
owed and possibly intercepted. Pyongyang said it 
would consider such searches an "act of war" and 
threatened to respond to them with “merciless 
blows,” thus proffering its tightest “clenched fist.” 
Somehow, no doubt to the delight of former Vice 
President Dick Cheney, the cunning of history had 
left Obama carrying water for a nuclear interdic- 
tion policy developed by hard-liner John Bolton, 
the Bush administration’s Under-Secretary of State 
for Arms Control and Ambassador to the UN. 
American television rounded up all the usual 
images and threats associated with North Korea: 
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frightening soldiers goose-stepping through 
Pyongyang; in charge, a.madman who starves 
his people; missiles being fired “over Japan” (all 
test launches are to the east, to take advantage 
of the earth’s rotation); and Hawaii possibly at 
risk (Defense Secretary Robert Gates sent special 
missile-defense batteries to the islands). 

A few experts sought to point out that the 
Bush administration, with its peculiar combina- 
tion of ideological rigidity and haphazard policy, 
had contrived to hand over the plutonium with 
which North Korea made its weapons (more on 
this later), but no one wanted to hear this. A 
seamless, bipartisan, Beltway consensus said the 
North’s provocations could never be tolerated and 
something had to be done. 


THE INSANE DR. EVIL | 

It is too bad for North Korea’s leader, Kim Jong 
Il, that he can look so sinister—his father's always- 
smiling visage sometimes made it hard to imagine 
him shipping enemies off to the gulag or bureau- 
crats off to the mines. Perhaps the younger Kim, 
that odd prince, has the face that life rather than 
nature has given him; like George W. Bush, he has 
had to contend with the knowledge that his fate 
would have been rather different without Daddy's 
provenance. In any case, Kim's face is perfect for 
an American media that love to promote their 
stories about the North with “Dr. Evil" affixed to 
the cover. 

Even a magazine with a world-historical repu- 
tation for indefatigable fact-checking, namely The 
New Yorker, announced an article. on the North 
under the caption “How Crazy is Kim?" Clearly, 
America’s discourse on its foreign adversaries 
has become completely debased. The public is 
presented with a cartoon show that plays into the 
hands of foreign policy hard-liners while denying 
the American people the information and knowl- 
edge that would enable them to come to reason- 
able judgments. 


In May 1993 the Koreans dumped 8,000 plu- 
tonium fuel rods, perhaps enough for several 
atomic bombs, into cooling ponds, nearly caus- 
ing President Bill Clinton to initiate a second 
Korean War. Luckily, former president Jimmy 
Carters intervention with the North Koreans 
brought about a freeze at the North’s plutonium 
facility, which lasted eight years. In August 1998 
Pyongyang tested its first long-range missile, pro- 
ducing another frenzy of ill-informed punditry, 
and in 2006 the North arranged a scenario very 
similar to the most recent one—testing missiles 
and an atom bomb, and choosing an American 
holiday as punctuation. (On July 4, 2006, North 
Korea conducted its second long-range missile 
test; on July 4, 2009, seven medium-range mis- 
siles were tested.) 

Each of these episodes provoked mimetic media 
tropes: evil communists led by a cognac-swilling 
nutcase, a rogue regime running amok. How is it 
that a long-running and eternally recurring crisis, 
now rather thoroughly understood in its admit- 
tedly difficult and intricate detail, is reinvented 
every couple of years with no | 
discernible learning and pre- 
sented as something alarm- 
ingly new? How did we arrive 
at this parody of the long his- 
tory between Pyongyang and 
Washington? 

The answer lies not in 
Pyongyang but in Washington. Since the Berlin 
Wall fell, a Beltway consensus encompassing lead- 
ers of both the Republican and Democratic parties 
has adhered to four core axioms regarding North 
Korea. First, the regime stands for nothing, has no 
support from its people, and will soon collapse. 
Second, US pressure on the regime will (according 
to Republicans) hasten its collapse or (according 
to Democrats) change its behavior. Third, it is 
fine if engagement with North Korea can succeed 
in getting rid of the countrys nuclear weapons, 
but the ultimate goal of engagement is still a 
*velvet" form of regime change. And, fourth, if 
engagement does not succeed in getting rid of the 
weapons, getting rid of them with military force is 
justifiable. All of these assumptions are false and, 
in the light of recent history, irrational. 


THE COMING COLLAPSE 

If knowing your enemy is the sine qua non 
of effective diplomacy and warfare, the United 
States has long been badly served by those in 


The regime is indeed cruel, but 
have US policies changed or 
ameliorated that cruelty? 
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Washington who claim expertise on North Korea. 
The mantra that the Democratic People's Republic 
of Korea (DPRK) would soon collapse began under 
President George H.W. Bush and lasted through 
the Clinton and George W. Bush administrations. 
In June 2003, in the aftermath of the apparent US 
victory over Saddam Hussein, Iraq War architect 
Paul Wolfowitz journeyed to Seoul to opine that 
“North Korea is teetering on the brink of col- 
lapse." Before that, in 1997, we heard General 
Gary Luck, commander of US forces in Korea, 
assure us that "North Korea will disintegrate, 
possibly in very short order"—the only question 
was whether it would implode or explode. (Luck's 
formulation of implosion or explosion was itself 
borrowed from a US military commander in Korea 
who retired in 1992.) Even America's 1994 pledge 
to build two light-water reactors to replace the 
Yongbyon plutonium complex was premised on 
collapse: The reactors would not come online for 
a decade, and by then they would belong to the 
Republic of Korea (ROK). 

How systematically must an idea prove itself 
wrong before it is discred- 
ited? Yet any attempt by out- 
siders to break through the 
Washington Beltway group- 
think results in polite silence 
and discreet headshaking. It 
remains the dominant opin- 
ion today that North Korea's 
collapse is coming. 

The leading Washington pundit on North 
Korea is Nicholas Eberstadt. He has been pre- 
dicting the impending disintegration of North 
Korea since at least 1990, but his views are best 
sampled in his 1999 book, The End of North 
Korea. (When a New York Times reporter asked 
Bolton what the Bush administrations policy 
was on the DPRK, Bolton strode to his bookshelf 
and handed him Eberstadts book. "Thats our 
policy," he said.) Eberstadt commits fundamental 
errors because he sees the DPRK entirely through 
the lenses of Soviet and Eastern European com- 
munism and therefore cannot grasp the ways in 
which the Pyongyang regime's history is very dif- 
ferent from that of the Soviet bloc. 

Eberstadt cannot grasp the pragmatic shrewd- 
ness of the regime's post-Soviet foreign policy 
and the desperate survival strategies it is willing 
to undertake—let alone the anticolonial and 
revolutionary nationalist origins of the regime. 
(In this respect, North Korea can be compared 
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with the regimes in Vietnam and China; the years 
since 1989 have yielded no break in Asian com- 
munism except for the one true Soviet satellite: 
Mongolia.) : 

In 1997 the CIA invited Eberstadt and other 
outside experts to join a panel of government 
officials, which concluded that North Korea was 
likely to collapse within five years. Kim, the 
experts thought, was likely to have just *a brief 
window of time" to cope with all his difficul- 
ties before suffering a probable “hard landing." 
Without major reform, some “catalyst” would 
come along “that will lead to collapse.” The 
majority of the group doubted that Kim’s regime 
could persist “beyond five years,” and the out- 
come would be a-“political implosion.” Many of 
the group’s members expressed surprise that, in 
spite of North Korea’s degraded economy and 
the beginnings of a famine that would soon grow 
much worse, somehow the “delusionary” (their 
word) Kim “remained firmly in control." , 

Among the outsiders whom the CIA invited to 
this exercise besides Eberstadt were the University 
of Michigan academic Kenneth Lieberthal and 
Boston College professor Robert Ross, both of 
whom specialize in China, and Daryl Plunk and 
James Przystup from the Heritage Foundation. No 
academic experts on North Korea were there. 

Robert A. Wampler, a senior fellow at the 
National Security Archive who obtained the 
CIA report under the Freedom of Information 
Act, quoted senior Foreign Service officer David 
Straub’s observation that one expert after another 
had come through the Tokyo Embassy in the early 
1990s “pontificating on their prognoses for the 
inevitable collapse of the North Korean regime 
and giving odds that allowed Pyongyang any- 
where from a few months to perhaps two years 
before falling." (I am part of Dr. Wampler’s declas- 
sification project.) 

Successive administrations and Beltway pundits 
have gotten North Korea so wrong because they 


know next to nothing about the country’s origins, 


view it through the lens of Soviet behavior, and 
cannot identify any North Korean interests that 
they deem worthy of respect. For many, it is an 
outrage that the regime continues to exist at all 
(this was the dominant opinion in the Bush admin- 
istration). But in the end, what difference does this 
make? Is the DPRK going to erase itself because the 
American Enterprise Institute thinks it should? 
Eberstadt eventually grew tired of predicting 
the DPRK's collapse and decided to do something 


about it: In 2004 he argued that America and its 
allies should waltz in and, as his Reaganesque 
flourish would have it, *tear down this tyr- 
anny.” At the time he had excellent backing for 
such views in Vice President Cheney's entourage, 
including Wolfowitz and Bolton. With the demise 
of the Bush vision, if one can call it that, enthusi- 
asm for such a course has waned. But it was the 
preferred policy of hard-liners for several -years, 
amid an internal civil war that shaped Bush's 
policies toward North Korea—meetings on North 
Korea typically turned into shouting matches. 


FICTIONAL SCENARIOS 

A rather ridiculous 2006 book that came highly 
recommended by The New York Review of Books— 
Jasper Beckers Rogue Regime: Kim Jong Il and 
the Looming Threat of North Korea—begins with 
a 16-page "fictional scenario” about a preemp- 
tive strike against every nuclear, military, indus- 
trial, and governmental facility in North Korea: in 
short, another preventive war. 

Dozens of Stealth fighter-bombers would 
open the campaign, trying to solve Kim Jong 
Ils perpetual bad hair day through decapitation. 
This would be followed by phalanxes of F-16 
fighters launched from several nearby American 
aircraft carriers, plus: B-1 and B-52 bombers 
and Tomahawk cruise missiles. Thousands of 
JDAM blast munitions and “high-intensity, heat- 
generating BLU-118Bs" would be unleashed, 
"designed to penetrate reinforced bunkers." 
Finally, 60,000 Marines would rush in from 
Okinawa to march on Pyongyang. The reader may 
find such a war game preposterous—but it was 
entirely prefigured in Bush administration strate- 
gies and the Pentagon's real-world war plans. 

After 9/11, according. to Mike Chinoys fine 
work, Meltdown: the Inside Story of the North 
Korean Nuclear Crisis, Secretary of Defense Donald 
Rumsfeld suggested preemptive nuclear strikes 
on rogue states. When it appeared that the inva- 
sion of Iraq would quickly result in victory, he 
demanded revisions in the basic war plan for 
Korea and also sought money from Congress for 
new bunker-busting nukes. The strategy, accord- 
ing to insiders who have read the plan, was “to 
topple Kim's regime by destabilizing its military 
forces" so that the military would overthrow him 
and thus accomplish *regime change." The plan 
was pushed by many of the Bush administration's 
hard-liners who had advocated regime change 
in Iraq. Unnamed senior administration officials 


considered elements of this new plan “so aggres- 
sive that they could provoke a war.” 

But threatening war is a bipartisan approach, 
` and hardly a new one. On NBC's "Meet the Press" 
on April 3, 1994, Defense Secretary William Perry 
said, “We do not want war and will not provoke 
a war,” but if US sanctions “provoke the North 
Koreans into unleashing a war . . . that is a risk 
that we're taking.” Perry's formulation was careful 
and precise: He and other Pentagon officials had 
been studying for some time whether a preemptive 
strike could be carried out against the Yongbyon 
nuclear complex without starting the next Korean 
War; they concluded that it could not. 

By mid-June of 1994 the Clinton administration 
had laid out the first measures to prepare for war, 
which included stationing an additional 10,000 US 
troops in Korea, dispatching Apache attack heli- 
copters and various other aircraft, and deploying 
more Bradley Fighting Vehicles. If the North were 
to attack the South after a preemptive strike, the 
ultimate consequences might have included a US 
nuclear attack: Think of it—a nuclear war in the 
name of nonproliferation. 

Áccording to General 
Lucks estimates, as many 
as 80,000 to 100,000 body 
bags would be needed for 
the American soldiers who 
would die in a new Korean 
war, and Korean troop casu- 
alties could reach the hundreds of. thousands. 
Moreover, if. the North struck Seoul as expected, 
the civilian toll would be staggering. The cost of 
such a war, Luck predicted, would be at least $500 
billion and could top $1 trillion. 


INSECURE AND IMPULSIVE 

Yet Perry seemed undaunted by all this, con- 
tinuing during the Bush administration to publish 
op-ed essays that called for consideration of pre- 
emptive strikes. Shortly before the 50^ anniver- 
sary of the Korean War armistice in 2003, he gave 
a harrowing interview to the The Washington Post. 
“I think we are losing control" of the situation, he 
said; we are on a “path to war.” 

The nuclear program under way in North Korea 
“poses an imminent danger of nuclear weap- 
ons being detonated in American cities," Perry 
charged—an absurdity, in my view, since in retali- 
ation the United States would turn the North into 
*a charcoal briquette" (Colin Powell's expression). 
But Perry had also concluded that Bush would 


It seems unlikely that the North 
can be coaxed into negotiating a 
third denuclearization agreement. 
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not enter into serious talks with Pyongyang: "My 
theory is [that] the reason we don't have a policy 
on this, and [that] we aren't negotiating, is the 
president himself. I think he has come to the con- 
clusion that Kim Jong Il is evil and loathsome and 
it is immoral to negotiate with him." - 

In this Perry was correct: Bush combined utter 
ignorance about Korea with visceral hatred for his 
counterpart in Pyongyang. During his first phone 
call with South Korean President Kim Dae Jung, 
who had won the Nobel Peace Prize in 2000, Bush 
cupped the phone and looked at an aide: “Who 
is this guy?” Regarding Kim Jong Il, Bush once 
exclaimed, ^We want him to get rid of his nukes, 
and if he doesn't . . ; we have to get rid of him!” 
Thus did an insecure, reclusive dictator and an 
insecure, impulsive foreign affairs naif hold the 
peace of the world in their hands. | 

The preemptive scenarios of Perry and Bush 
utterly disregarded the actual conflict situation on 
the Korean peninsula. The United States is still 
technically at war with the North; a total of about 
1.5 million soldiers on both sides are in close 
proximity along the tense 
Demilitarized Zone; North 
Korea has been preparing 
for the next war ever since 
the last one ended; and the 
North is the worlds most 
remarkable garrison state, 
with nearly every adult hav- 
ing received military training. 

The acute danger, which every South Korean 
leader since the early 1990s has immediately 
grasped, is that threats of a preemptive strike 
on Yongbyon have been conflated with existing 
plans for preemption in a crisis initiated by the 
North—plans that have been standard operating 
procedure for the US military for decades. Indeed, 
US commanders in the South have long worried 
about a war accidentally breaking out through a 
cycle of preemption and counter-preemption. ` 

Leaders in Seoul repeatedly sought assurances 
from Bush that the North would not be attacked 
over Seouls veto. It is my understanding that they 
never received such assurances. Since the North 
could destroy Seoul in a matter of hours with some 
10,000 artillery guns that are buried in the moun- 
tains north of the capital, one can imagine the 
extreme consternation caused in Seoul by the Bush 
doctrine. There never was a military solution in 
Korea, as Americans should have learned in 1953, 
and there certainly is no such solution now. 
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AN ENGAGING ALTERNATIVE 

In 1998 the-new president of the ROK, the 
former dissident Kim Dae Jung, diverged from 
decades of tit-for-tat animosity in which both sides 
on the peninsula had sought petty advantage over 
the other, engaging in endless threats and postur- 
ing that assured that progress in inter-Korean rela- 
tions, if it ever occurred at all, would be glacial. 
By seeking peaceful coexistence, by promising not 
to *absorb" the DPRK on the German model, and 
by offering aid and exchanges toward the goal of 
mutual reconciliation, he worked a sea change in 
South Korean attitudes. Southerners, long accus- 
tomed to propaganda depicting the communists as 


evil sadists, came to see them as long-lost cousins. 


ruled by errant uncles. Kim Dae Jung also con- 
vinced Clinton that Pyongyang might be willing 


to give up its nuclear program and its missiles ` 


in return for a new relationship with the SEES 
States. 

The United States could have its cake and 
eat it too, President Kim thought. Pyongyang 
would not object to the continued stationing of 
US troops in the South if the United States nor- 
malized relations with the 
DPRK. Why? Because Kim: 
Jong Il was almost as wor- 
ried about China and Japan 
as he was about the United 
States, and thus could be 
coaxed into new arrange- 
ments within the security system that the United 
States had built in Northeast Asia since 1945. 
Washington could lose an enemy and gain, if not 
a friend or ally, at least a neutral North Korea—an 
asset against China and a revived Russia, and a 
check on Japan's future course. 

If you examine the October 11, 2000, edition 
of The New Yorh Times, you will see a photograph 
of Clinton meeting General Jo Myong Rok at the 
White House—Jo being the head of'a conglomer- 
ate that builds and sells North Korean missiles. 
Two weeks later, Secretary of State Madeleine 
Albright met Kim Jong Il in Pyongyang. US and 
Korean negotiators had prepared an agreement 
according to which the United States would buy 
out all of North Korea’s medium- and long-range 
missiles. Clinton was prepared to visit Pyongyang 


to sign the agreement—but the stymied 2000 elec-: 


tion prevented it. Still, the behavior exhibited by 
the North Koreans during this period was not that 
of crazy people intent on developing a nuclear 
arsenal so they could destroy Honolulu. 


Any attempt by outsiders to break 
through the Washington Beltway 
groupthink results in polite silence. 


Then came Bush, who presided over the most 
asinine Korea policy in history. Powell, the for- 
mer secretary of state, is famously attributed with 
saying that when you invade a country, it is like 
going to Pottery Barn and knocking merchandise 
to the floor: You broke it, you own it. By the end 
of 2006, Bush was the fully. vested but not.very 
happy owner of a lot of'shattered crockery when it 
came to his strategies toward both Iraq and North 
Korea. He had also succeeded in developing major 
problems with not just one Korea, but two. 

Over 35 years of closely following Korean- 
American relations, I can think of no time when 
affairs were allowed to deteriorate so drastically, 
nor can I think of an administration that struck 
more. dissonant notes with a close ally. Through 
acts of both commission and omission, Bush tram- 
pled on the norms and expectations historically 
surrounding the US relationship with Seoul, while 
letting the relationship with Pyongyang plunge so 
far that the ultimate result was a nuclear-armed 
North. 

, It took Bush a while to pay attention to Korea, 
but in October 2002 he sent long-time State 

Department officer James 

Kelly to Pyongyang to 

accuse the government of 

operating a second nuclear 
' program that utilized highly 

enriched uranium (HEU). 

(As it happened, US intel- 
ligence regarding the HEU. was no better than it 
was regarding the Iraqi governments weapons of 
mass destruction, but it took several years to find 
that out.). 

In the resulting dieloxage tumult, Bush broke 
the precious piece of pottery called the 1994 
Framework Agreement, according to which the 
United States had agreed to supply fuel oil.and 
build light-water reactors in exchange for North 
Korea’s cessation of nuclear weapons. develop- 
ment. (Indeed, Bolton had led a campaign to 
destroy the 1994 agreement from the minute he 
got into office.) The North reacted by pulling 
out of the Nonproliferation Treaty, taking back 
its complex, complete with its 8,000 plutonium 
fuel rods that had been neutered in stainless steel 
casks. Kim’s regime then got busy manufacturing 
an unknown number of nuclear weapons. 


BACK TO THE FUTURE 


“What was accomplished, exactly, by Kelly’ 
confronting North Korea? The answer is noth- 


ing, except making available to the. North enough 
plutonium for five or six atomic bombs, along 
with the motivation to develop them. The North 
Koreans, meanwhile, paid no penalty for their 
response to this confrontation, except to endure 
more of the ostracism and isolation that they 
have been accustomed to since the regime was 
formed in 1948. If American negotiators should 
have learned one thing in the 1990s, it is that you 
do not confront the North Koreans: Their instant 
reaction for the past half-century has been to get 
their back up and tell you off. And that is what 
they did to Kelly, who returned to. Washington 
empty-handed. 

Kellys timing, also, was absurdly provoca- 
tive. He delivered his message just after Bush, in 
September 2002, had announced his preemptive 
strike doctrine and targeted .the “axis of evil.” 
Then, a few months later, came the preventive 
war against Iraq. As that invasion was carried out, 
Pyongyang said essentially the following, through 
its Central News Agency: The United Nations 
inspected Iraq for years; it succeeded in disarm- 
ing Iraq; that is when the United States decided 
to invade; America would not have invaded if Iraq 
had had nukes; this is not going to happen to us. 

After the North exploded its first nuclear device 
in 2006, Bush's malign neglect—as if by magic— 
turned to benign engagement, and in February 
2007 Washington and Pyongyang worked out yet 
another denuclearization agreement. The Bush 
administration had said it would not *reward bad 
behavior" and had always rejected direct talks 
with North Korea. Bush had included the North 
in his “axis of evil" while hurling various insults 
at Kim Jong Il (^pygmy"), and telling Washington 
insider Bob Woodward that he “loathed” Kim and 
wanted to.topple his regime. “We don’t negoti- 
ate with evil," Vice President Cheney averred in 
2004— "we defeat it." ! 

Yet the February agreement got hammered out 
in highly secret direct talks between Assistant 
Secretary of State Christopher Hill and Foreign 
Minister Kim Gye-gwan in Beijing and Berlin, and 
was then presented to the six-party talks for rati- 
fication. (This China-sponsored modality, which 
"includes Russia, Japan, and South Korea, has 
always been a fig leaf for getting Washington and 
Pyongyang to talk to each other.) So finally Bush 
made a deal—a deal very much like the 1994 agree- 
ment that he had carelessly helped to destroy. 

The back-to-the future quality of this agree- 
ment can be appreciated in its list of achieve- 
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ments: mothballing and dismantling the North’s 
plutonium reactors, relaxing sanctions and embar- 
goes that Washington has imposed on the North 
for decades, removing North Korea from the State 
Departments list of state sponsors of terrorism, 
readmitting UN nuclear inspectors to the country, 
taking steps toward a peace agreement finally to 
end the Korean War, and moving toward nor- 
malization of relations. All of these were already 
accomplished, or were being negotiated, when 
Bush took office. 

The Bush administration, with its pratfalls and 
ignorant policies, takes the prize for manufactur- 
ing mayhem and getting nowhere in the world; 
indeed, its reckless behavior depended on displays 
of good sense and restraint in “crazy” Pyongyang. 
Imagine that you are a leader in North Korea. The 
world’s only superpower: carried out war against 
you and occupied your territory in 1950. From 
1958 to 1991, it targeted you with nuclear weapons 
emplaced in South Korea. It still targets you with 
nuclear weapons through its naval and air power. 
The superpower is run by a president who openly 
speaks of regime change in your country and clear- 
ly hates your guts. Its defense secretary talks openly 
of using nuclear bunker-busters to decapitate you. 

From the North Korean perspective, was: this 
also not utter irrationality? Cold logic does not 
usually govern the start of wars; we are fortunate 
that no war has erupted in Korea in our time. 


GLIMMER OF HOPE 


For North Korea to have greeted President 
Obama with a classic display of its bravado 
and brinkmanship probably seemed logical in 
Pyongyang. After all, such a strategy has worked 
well in the past to get negotiations with the United 
States going. But the Koreans miscalculated, I 
think, in two respects. 

First, Obama had already indicated he would be 
much more receptive to talks with the North than 
were either of his recent predecessors. Moreover, 
he had on his desk a set of monumental problems 
unlike any faced. by an American president since 
the Great Depression, so giving him some breath- 
ing space was crucial. Instead the North boxed 
him into a corner, where Bolton’s punitive strategy 
was his only short-run option. Now, going back to 
negotiations with the North, at least in the short 
term, would for Obama signal weakness. 

Second, how many times can Pyongyang count 
on its dangerous provocations meeting with 
restraint on the American side (or the South 
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Korean, or the Japanese)? Kim Jong Il has long 
functioned as a motivational tool for the likes of 
Rumsfeld, Cheney, and Bolton; he ought to get 
paid by advocates of missile defense, so greatly has 
he helped their cause. 

Today it seems unlikely that the North can 
be coaxed into negotiating a third denucleariza- 
tion agreement. Likewise, it seems irrational for 
Pyongyang to give up its handful of nukes when 
the United States still threatens to attack. Still, 
a glimmer of hope appeared in July 2009 when 
Obama made a statement, unprecedented for a US 
president. “It’s naive,” he said “for us to think that 
we can grow our nuclear stockpile . . . [and] be able 
to pressure countries like Iran and North Korea not 
to pursue nuclear weapons themselves.” 

In early August, Bill Clinton’s meeting with 
Kim echoed Carter’s intervention in 1994. The 
meeting presumably included substantive discus- 
sions and was meant to defuse tension, despite the 
White House’s insistence that the freeing of two 
jailed American journalists was the only agenda 
item. Clinton’s visit may have an effect analogous 
to Carters in getting negotiations going again 
between Pyongyang and Washington. 

I believe that a peace agreement finally ending 
the Korean War, an American pledge not to use 
nuclear weapons first on the Korean peninsula, 
normalization of relations, and aid, might con- 
vince the North to give up its nuclear weapons 
and missiles. This approach, at least, is still worth 
trying—because the alternative is another terrible 
blow to the global nonproliferation regime. 


THE MELFI STRATEGY 

How does a psychiatrist deal with an angry, vio- 
lent, insulting, aggravating, recalcitrant, prideful, 
self-defeating patient? With concern, empathy, 
understanding, deflection, the setting of limits 
on one hand and the opening of avenues toward 
change on the other, and subtle advice (usually 
through suggesting alternative behavior). Think 
of Tony Soprano and his therapist, Jennifer Melfi: 


Did she call him a fat, slovenly, self-indulgent, and 
self-regarding Mafia thug? No, she treated him 
like a human being in pain, who needed help. 

In its foreign relations China has long utilized 
the concept of zixiao. The word is usually trans- 
lated as “cherishing friends from afar,” or “cherish- 
ing the lesser,” but it really means not sweating the 
small stuff when it comes to relations with allied or 
tributary states, or with enemies who do not pose 
real threats. Zixiao is a classic hegemonic device 
for demonstrating that the power whom everyone 
recognizes as superior nonetheless maintains con- 
cern and regard for the smaller or lesser party. 

In English we do not have good concepts for 
this idea (although “magnanimity” comes close), 
so we use foreign terms like noblesse oblige. 
Perhaps someday a magnanimous US president 
will come along, one who knows the intricacies of 
America’s 60 dangerous and fruitless years of con- 
frontation with the DPRK, one who will learn how 
to live in peace with that country, and who will 
put an embassy in Pyongyang so that Americans 
might finally gain some leverage over an antago- 
nist that has been thumbing its nose at the United 
States for so long. We are not there yet. 

All the palaver about how crazy the North is, 
how the country is close to collapse, how cruel 
the regime is—all this explains nothing about 
what has happened in US-DPRK relations since 
1994. Several deals deeply in the interest of the 
United States and the world have been concluded. 
The government has not collapsed. The regime 
is indeed cruel, but have US policies changed or 
ameliorated that cruelty? In another decade, the 
North Korean regime will have held power for as 
many years as the Soviet Union existed. 

Now is a good time finally to shed the anach- 
ronistic, polarized positions and mindset that, left 
over from the cold war, still characterize American 
attitudes toward North Korea. It is time to move 
toward a calm, steady, nuanced, and persistent 
process of rapprochement with Pyongyang. Just 
think of Dr. Melfi and Tony Soprano. 
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The Revolution Will Be Digitized 


KATE MERKEL-HESS 


users reportedly reached 338 million. The 

same month, in response to ethnic unrest in 
the western Xinjiang region, the Chinese govern- 
ment ramped up the blockade of major foreign 
websites that it had begun on June 4, the 20" anni- 
versary of the Tiananmen massacre in Beijing. 

The contradiction between this widespread 
internet use (which still, of course, leaves 1 bil- 
lion Chinese offline) and the 
governments efforts to con- 
trol online activities forms 
the basis for many boilerplate 
tales of the Chinese cyber- 
realm. This realm, depending 
on the observer, is either seething with discontent 
or populated by citizens who willingly believe 
the regime's reassuring pap. On one issue, how- 
ever, no debate exists among commentators: 
Understanding the Chinese internet and its vast 
network of “netizens” 
project that matters vitally to comprehending the 
country and its future. 

In his new book, The Power of the Internet in 
China: Citizen Activism Online, Barnard College 
sociologist Guobin Yang sketches the scope of 
online activism in China and limns the ways in 
which Chinese internet users express their goals. 
In prose that remains clear even when it grapples 
with complex theories of civil society or social 
movements, Yang makes the case that this new 
medium has not changed China, nor will it. (The 
author dismisses such beliefs as “technologi- 
cal determinism.”) He argues rather that online 
mobilization and contention are manifestations 
of broader social changes. The internet, to him, 
is not itself a force for change but instead a 
tool that can be manipulated by savvy netizens 
(wangmin). 


|: July 2009, the number of Chinese internet 


by Guobin Yang. 


Kate Merkel-Hess is a postdoctoral fellow at the University 
of California at Irvine and editor of the blog The China Beat. 
She is coeditor, with Kenneth L. Pomeranz and Jeffrey N. 
Wasserstrom, of China in 2008: a Year of Great Significance 
(Rowman and Littlefield, 2009). 


and their minders is a 


The Power of the Internet in China: 
Citizen Activism Online 


Columbia University Press, 2009. 
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The broader social changes that Yang stresses 
are the economic boom and the intellectual despair 
and pragmatism of the post-Tiananmen years. He 
claims that one response to China’s rapid growth 
and economic opening—which despite enormous 
economic and social gains have nonetheless left 
hundreds of millions behind—has been a funda- 
mental shift in the goals and approaches of modern 
Chinese intellectuals. Historians have long empha- 
sized that, beginning with the 
Opium Wars in the mid-1800s, 
the critical issues for Chinese 
intellectuals were national sal- 
vation and unity. This focus 
was apparent in 1989, when 
deft student protesters insisted that their goal was 
not regime change but rather to strengthen the 
nation by remonstrating against corrupt officials. 
But since 1989 the key feature of social activism, 
according to Yang, has been different: Activists, no 
longer content to sermonize on high ideals, want 
to produce practical, concrete change. 


CONTENTIOUS CULTURE 

Yang describes an “artful contention” that 
occurs on the Chinese internet, evident in every- 
thing from petitions supporting the rights of 
hepatitis-B carriers to nationalistic hackers’ 
defacement of foreign websites. Weaving together 
personal observation and accounts of key events 
from the Chinese internet’s past decade, Yang 
tells the tale of the medium’s growth in China 
and joins it with another recent news trope: an 
increase in popular protests. 

Official figures regarding small-scale protests 
between 2002 and 2005 (the government stopped 
releasing figures after the latter year) show a 
remarkable uptick in incidents. Outside observers 
reckon that the numbers have continued to grow, 
with one estimate of last year’s total incidents top- 
ping 125,000. These small-scale protests are almost 
never aimed at toppling the central government; 
instead they tend to focus on local corruption, local 
environmental issues, or economic concerns. 
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In the past few years, important connections 
between social organizing and technology have 
become apparent—as in protest “leisure walks,” 
organized by text message, that Yang discusses 
in detail. The first of these coordinated walks 
took place in 2007 to protest a chemical plant in 
Xiamen, Fujian, and the walks have continued 
in other locations like Chengdu, Shanghai, and 
Beijing. Circumventing regulations that require 
protesters to apply for permits, hundreds of dem- 
onstrators take a “stroll”—all at the same time 
and same place—banking, often correctly, on the 
hunch that police will be unable to find cause to 
arrest them for taking a walk. 

In this sense, information technology serves 
the function in China that optimists abroad have 
always hoped it would: It provides a network of 
resources and information for individuals and 
organizations, even if the information exchanged 
does not always further the transnational coopera- 
tion that the optimists expected. 

Although Yang exam- 
ines online organizing in 
Chinas growing realm of 
“real world” civic associa- 
tions, some of his most 
interesting observations 
regard the ways that inter- 
net access has influenced 
patterns of social protest. 

Previous scholarship has examined the ways in 
which earlier protesters—from the “new youth" 
of 1919 (who railed against China's mistreatment 
at Versailles) to the students and laborers of 1989 
(who called for an end to corruption and for 
more input into governance)—drew on Chinese 
political rituals and symbolism in their collective 
actions. One such ritual was students' efforts to 
*petition" top government officials, reenacting the 
respected traditional role of scholars as those who 
speak truth to officials, even at the risk of death. 

Yang argues that the Internet's *contentious cul- 
ture,” on the other hand, has elevated an apprecia- 
tion for the profane above intellectuals' historical 
respect for the state and dependence on emblems 
of power. On the Chinese internet, profanity 
alternately undermines and pokes fun at power 
and authority. A recent example is the widespread 
celebration of *Chinese Internet Maintenance 
Day" on June 4, 2009: Many websites, as a jab at 


It seems unlikely that the 
government can roll back the 
growing consciousness of rights that 
the internet has helped to spread. 


the governmerit for its repressive censorship sur- 
rounding the anniversary of the Tiananmen mas- 
sacre, replaced their pages with an announcement 
concerning this imaginary “holiday.” 

Yang’s study is the most complete and thought- 
ful work yet to emerge on the Chinese internet. 
It performs an important service in combating 
the notion that the Chinese internet is domi- 
nated by government drones and video gamers. 
His book does take perhaps too rosy a view of 
netizens’ future ability to work within the limits 
imposed by government efforts to curb citizen 
participation. | 


ELECTRONIC STANDOFFS - 


Other observers have taken a dimmer view than 
Yang, cautioning that the government is increas- 
ingly adept at managing the web, both through 
better technology and also through actively shap- 
ing public opinion. (They point out, for example, 
that party-sponsored web commentators are hired 
to make “contributions” to 
online discussions.) 

Former CNN Beijing 
bureau chief Rebecca 
MacKinnon, who now 
teaches at the University 
of Hong Kong, is one such 
observer. She is at work 
on a book about incipi- 
ent "cybertarianism," with China as the prime 
example. Her writings on the Chinese internet, 
like Yangs, emphasize netizen creativity—while 
also describing a potential standoff between states 
that seek to control speech and citizens who are 
increasingly informed about (and eager to exer- 
cise) their rights. 

Whatever the future shape of Chinese activism, 
it seems unlikely that the government can roll 
back the growing consciousness of rights that the 
internet has helped to spread. In the belief that 
such a rights consciousness will remain in place, 
Yang writes that the Chinese internet reveals a 
“revolutionary impulse" that signals “the probable 
coming of another revolution." He emphasizes, 
however, that such a revolution will not resemble 
the violent cataclysms that roiled China in the 
twentieth century. Instead, the emphasis will be 
on the tangible reforms that contemporary intel- 
lectuals value. B 





FOUR MONTHS IN REVIEW: | 


April-July 2009 


INTERNATIONAL 


BRICs 


June 16—The leaders of the world’s 4 largest emerging econo- 
mies—the so-called BRIC countries of Brazil, Russia, India, and 
China—hold a summit in Yekaterinburg, Russia. The partici- 
pants release a statement at meetings end calling for less reliance 
on the dollar in the international monetary system; reform of 
the international financial system; and changes at the UN to give 
greater influence to India and Brazil. 


Climate change 

July 8—At a climate change meeting held alongside a Group of 8 
summit in Italy, developing nations including China and India 
refuse to commit to specific goals for reductions in carbon emis- 
sions. The nations do agree, however, to a goal of limiting global 
warming to 2°C. 


European Union 


June 7—At the conclusion of voting in European Parliament elec- 
tions across the EUS 27 member states, center-right parties 
make gains in many countries. Turnout is only 43%, a record 
low, and this is interpreted as a sign of decreasing continent- 
wide enthusiasm for greater integration. Fringe parties on the far 
nght win a smattering of seats. 4 


Global economy 


Apr. 2—At the conclusion of a London summit, leaders of the 
Group of 20 (the world’s 19 largest economies, plus the EU) 
pledge $750 billion to capitalize the International Monetary 
Fund (IMF) and $250 billion in trade credits to facilitate eco- 
nomic activity across borders. These steps are designed mainly 
to assist developing nations. Meanwhile, G-20 leaders fail to 
agree on a stimulus package to address problems in countries at 
the heart of the economic crisis. 


Apr. 21—The IMF releases a report estimating that financial insti- 
tutions worldwide have accumulated losses of $4.05 trillion 
during the financial crisis and economic slowdown, with $2.7 
trillion of the total originating in the US. 


July 8—The IMF issues a report projecting that global economic 
activity will contract 1.496 in 2009, a slightly worse forecast 
than the organization produced in April. Growth is expected 
to resume in 2010, with global economic activity projected to 
expand at a rate of 2.596. 


Global hunger 


June 12—The head of the UN World Food Program reports that 
high food prices pushed 105 million people into hunger in the 
lst 6 months of this year, bringing the global total of hungry 
people to over 1 billion. 


July 8—The Group of 8 leading economic nations, meeting at 
a summit in Italy, commits $15 billion to helping the worlds 
poorest farmers increase their productivity. The commitment, 
which would promote more productive agricultural methods 
and also provide seed and fertilizer, represents a shift away from 
previous aid efforts, ın which rich nations have tended simply to 
provide food to people in need. Two days later, the commitment 
grows to $20 billion. 


Global military spending 

June 8—The Stockholm International Peace Research Institute 
releases a report finding that world military spending increased 
by 496 in 2008 over the previous year despite a global economic 
crisis. The biggest spender was the US, with $607 billion in 
military outlays. The 2nd-biggest spender, for the 1st time, was 
China, which spent S85 billion. 


Israeli-Palestinian conflict 

May 27—US Secretary of State Hillary Clinton says in public com- 
ments that the administration of President Barack Obama has 
communicated to the Israeli government its wish that the growth 
of Israeli settlements in occupied Palestinian territories stop com- 
pletely. An end to settlement growth is cited by Palestinian leaders 
as a prerequisite for resumption of the peace process. 


AFGHANISTAN | 

June 27— Richard Holbrooke, the US special representative for 
Afghanistan and Pakistan, says that the US will shift its drug 
policy in Afghanistan, ending its eradication efforts and instead 
concentrating on interdiction of the flow of drugs and help- 
ing farmers develop alternate crops. Holbrooke characterizes 
the policy pursued to date as a failure that has only alienated 
Afghans. 

July 20—Four US soldiers are killed in a roadside explosion, mak- 
ing July the deadliest month for US forces since Afghanistan was 
invaded in 2001. At least 30 have died so far in the month. 


CHINA 

June 4—On the 20th anniversary of the crackdown against pro- 
testers in Beijings Tiananmen Square, public acknowledgment 
of the event is nearly nonexistent in China. Authorities deploy 
a heavy police presence to the square to block protest and pre- 
vent media from reporting from the scene. Only in Hong Kong, 
which is governed with some degree of autonomy, is public 
commemoration allowed. 

July 5—Three days of rioting begin in the western city of Urumq, 
capital of Xinjiang province, as longstanding tensions between 
Han Chinese and ethnic Uighurs boil over. State media report that 
at least 197 people are killed in the violence and more than 1,700 
are injured. The spark for the violence was the death of 2 Uighurs 
in a Han-Uighur brawl at a factory in southeastern China. 


CONGO, DEMOCRATIC REPUBLIC OF 

July 24—The UN Refugee Agency reports that over 1/2 a million 
people in the eastern part of the country have been forced from 
their homes this yezr due to clashes involving the government 
and Hutu rebels. 


CONGO, REPUBLIC OF 

July 12— President Denis Sassou-Nguesso wins reelection with 
7896 of the vote, according to the nations electoral commission. 
The election is seen as compromised because 4 opposition can- 
didates were not allowed to participate. 


CUBA 

Apr. 11—In a modest easing of US policy toward Cuba, Obama 
announces that Cuban-Americans will now be allowed to visit 
the country as often as they like and, with minor restrictions, 
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remit as much money to Cuba as they like. Six days later, 
Obama says in remarks at the Summit of the Americas, a gather- 
ing of regional leaders, that he is willing to engage the Cuban 
government on issues ranging from human rights to migration. 

May 50—Cuba indicates it is willing to resume mail service with 
the US and to conduct bilateral talks on immigration. 


ECUADOR 


Apr. 26—Left-leaning President Rafael Correa wins reelection, 
gaining 51% of the vote compared to the 29% won by his clos- 
est challenger, former president Lucio Gutiérrez. . 


EGYPT 

June 4—In Cairo, Obama delivers an address intended to set a new 
path for relations between his country and the Muslim world. 
Obama’ speech is notable for its use of Arabic phrases, quotes 
from the Koran, acknowledgment of Palestinian suffering in the 
Israeli-occupied territories, strong opposition to violent extrem- 
ism, and support for greater political freedom in the Middle East. 


GUINEA-BISSAU | 

July 26—In a run-off presidential election, Malam Bacai Sanha 
wins the office with 6396 of the vote. Both Sanha and his closest 
competitor, Kumba Yala, are former presidents. President Joao : 
Bernardo Vieira was assassinated in March. — . : 


HONDURAS ` 


June 28—The army carries out a coup against leftist president 
Manuel Zelaya. The congress subsequently votes to remove 
him from office and to replace him with Roberto Micheletti, 
the president of congress. Tensions have recently been high in 
Honduras over a scheduled referendum that might have led to 
changes allowing Zelaya to remain in office beyond the expira- 
tion of his term. The country’s constitution allows the president 
only 1 term. 

July 4—The Organization of American States votes unanimously 
to suspend Honduras. It is the Ist such action since the orga- 
nizations expulsion of Cuba in 1962. Four days later, the US 
announces it has suspended $16.5 million in military aid to 
Honduras. Venezuela says it has cut off shipments of oil. At 
months end, efforts led by Costa Rican President Oscar Arias 
to mediate the crisis have not produced a resolution. 


INDIA 

May 16—Results of a weeks-long parliamentary election are 
announced, with the incumbent left-of-center Indian National 
Congress Party winning 205 of 543 seats. Though the party 
falls short of winning an outright majority, it is now seen as able 
to form a coalition government without seeking support from 
communist parties, as it has had to do in the past. 


INDONESIA 


July 8—President Susilo Bambang Yudhoyono, widely seen a5 a 
reformer, wins reelection, gaining about 6096 of the vote: 


IRAN m 

June 12—4ran holds a presidential election pitting incumbent Mah- 
moud Ahmadinejad against a number of opponents, the foremost 
of whom is Mir Hussein Moussavi. Officials declare Ahmadinejad 
the winner only 2 hours after polls close. Moussavi alleges irregu- 
larities and maintains that he is the rightful winner. Voting in the 
theocratic state followed an unusually intense campaign featuring 
televised debates and large public rallies. 

June 13—Demonstrators supporting Moussavi flood the streets of 
the capital Tehran, and riot police attempt to contain the pro- 
tests with tear gas and batons. Opposition rallies grow over the 


coming days, with hundreds of thousands marching through the 
city despite a ban against such demonstrations. 

June 17—The government attempts to dampen the protests by 
banning media coverage of the events and blocking popular 
websites like Twitter, through which many of the protesters have 
communicated with each other and disseminated their message 
more broadly. 

June 22—A government oversight committee admits that in 50 
cities, the number of votes recorded in the presidential election 
exceeded the number.of voters there. But officials still assert that 
the outcome of the vote is valid. ; 

June 29—The Guardian Council, a 12-member body that interprets 
the constitution and supervises elections, formally certifies Presi- 
dent Ahmadinejad as the winner of the election. Protests, in the 
face of official repression, have largely tapered off in recent days. 


IRAQ 

Apr. 1—An accounting of US military deaths in Iraq in March 
shows that 9 US soldiers were killed there during the month, 
the lowest monthly total over the duration of the war. 

June 30—In accordance with an agreement reached in January, 
US troops withdraw from Iraqi cities. Iraq marks the occasion 
with a national holiday. About 130,000 US troops remain in the 
country. Iraqs army and other security organizations must now 
provide urban secunty in the absence of US forces. 

July 31—In the month following the US withdrawal ftom Iraq's 
cities, Iraqis killed in political violence total about 190, lower 
than the roughly 315 killed in the month preceding the June 30 
withdrawal. 


JAPAN 

July 13—After the Liberal Democratic Party loses a local election, 
Prime Minister Taro Aso faces rebellion 1n his own party and is 
forced to call a general election. The Liberal Democrats, who 
have held power almost uninterruptedly for 54 years, are widely 
expected to lose the national vote to the opposition Democratic 
Party of Japan. 

July 21—Aso dissolves the lower house of parliament and sets 
elections for Aug. 30. 


KOREA, NORTH 
Apr. 5—North Korea launches a rocket over the Pacific, escalating 
international tensions surrounding its weapons programs. The 
North says the rocket is intended to propel a satellite into space, 
but abroad the launch is perceived as a statement that Pyong- 
` yang is closing in on the ability to launch a nuclear warhead 
over long distances. Internátional experts later say the North's 
test is a failure, with no satellite going into orbit. 
Apr. 14—After the UN Security Council votes unanimously to 
tighten sanctions against North Korea, the ‘North responds 
by saying that it will resume operating nuclear facilities it had 
begun to disable and that it will permanently pull out of nuclear 
disarmament talks with foreign powers. ' 
May 25—North Korea conducts an underground nuclear test, 
following a similar test conducted in 2006. The next day, the 
North test-fires 3 short-range missiles. Three days later, the 
South Korean and US militaries raise alert levels on the penin- 
sula. 


KYRGYZSTAN | 

June 23—Reversing a February decision, Kyrgyzstan agrees to 
allow the US to continue operating the Manas Air Base, which 
plays a pivotal role in supplying the NATO war effort in Afghan- 

` istan. The annual rent that the US pays to use the base will rise 
from $17.4 million to $50 million. The February decision to 
close the base was widely perceived as the result of Russian 
pressure and inducements. 


LEBANON 

June 7—In parliamentary elections, a pro-US coalition wins 71 of 
128 seats, compared to 57 for a coalition including the militant 
organization Hezbollah. The results are widely portrayed as a posi- 
tive sign for Western relations with the nations of the Middle Fast. 


LITHUANIA 

May 17—The EU’ budget commissioner, Dalia Grybauskaite, 
is elected president of Lithuania with 68% of the vote. She 
becomes the 1st female president of her country. 


MACEDONIA 

Apr. 5—In a runoff presidential election, Gjorge Ivanov of the gov- 
erning party defeats Ljubomir Frckovski of the opposition party. 
The voting suffers from low turnout, with just over 40% of those 
eligible participating. 


MALAWI 


May 19—Incumbent President Bingu wa Mutharika is reelected 
with 2.7 million votes cast in his favor, compared to 1.3 million 
won by his closest challenger, John Tembo. Tembo claims wide- 
spread fraud and boycotts Mutharikas inauguration. 


MAURITANIA 

July 19—According to the country’s Interior Ministry, Mohamed 
Ould Abdel Aziz wins a presidential election with 52% of the 
vote. Áziz is a retired general who came to power by ousting the 
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country’s 1st democratically elected president in a coup. Oppo- 
sition forces charge with considerable credibility that the results 
are fraudulent. 


MEXICO 


June 1—Mexacos central bank reports that remittances sent in 
April from the US by Mexican nationals working there declined 
by almost 2096 compared to the same month in 2008. The drop 
is attributable to the economic downturn in the US, particularly 
in the construction industry. 


PAKISTAN 


Apr. 13—President Asif Ali Zardari signs into law a measure that 
allows the imposition of Islamic law in the Swat Valley. This is a 
concession proceeding from a cease-fire agreement reached with 
Islamic militants in the region, whom the Pakistani army has 
failed to bring to heel. 

Apr. 22—Pakistani officials report that Taliban militants have 
gained control of the Buner district, a region of the North-West 
Frontier Province 70 miles from the national capital of Islam- 
abad. The militants staged their takeover from the adjacent Swat 
Valley. US Secretary of State Clinton tells an American congres- 
sional committee that the Pakistani government is abdicating to 
the Taliban, and concerns grow internationally about the long- 
term safety of Pakistans nuclear arsenal. l 

May 18—A UN spokesman announces in Geneva that 1.5 mil- 
lion Pakistanis have been displaced in the North-West Frontier 
Province in a little over 2 weeks of fighting between government 


What Current History authors were saying... 


5 years ago 


For those who do not choose to chal- 
lenge the Communist state—and this 
involves the vast majority—the party 
is increasingly less pervasive and less 
intrusive. This is not to suggest that 
the party is seen as legitimate, much 
less popular. But it points to a fact that 
is often overlooked in . . . criticisms of 
China: Although freedoms of all kinds 
are sharply delimited, and not well 
protected by law, it is nevertheless true 
that the degree of mobility, expression 
of ideas, and access to information is 
increasing, not contracting. . . . When 
compared against China's own past, the 
changes are dramatic. 


BRUCE J. DICKSON | 


Beijings Ambivalent Reformers 
September 2004 


10 years ago 


Western journalists and editors—and 
also, one suspects, the majority of 
their readers—still seem to view China 
through the lens of 1989 and the imag- 
ery of the man and the tank. Although 
this imagery may no longer be on show, 
it is no less dominant for Westerners. 
Indeed, if anything, as it has moved 
off the television screen and into our 
heads, its importance has grown, shift- 
ing from being merely a photographic 
image about China to being a subcon- 
scious paradigm through which to view 
China. 


MICHAEL DUTTON 
An All-Consuming Nationalism 
September 1999 
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. forces arid Islamist radicals. The army is attempting to take back 
the Swat Valley from Taliban control. 
May 30—The military says it has gained control of Mingora, the 
largest town in the Swat. Valley. 


PANAMA 


May 3—Conservative businessman Ricardo Martinelli wins the 
presidency, gaining 60% of the vote compared to.the 37% won 
by his closest rival, Balbina Herrera of a center-left party. 


PERU 

June 6—Amid long-running protests by indigenous people against 
government efforts to expand oil drilling and other extractive 
industries in areas where they live, 9 police officers in a-remote 
region of the country die while trying to retake a pumping sta- 
tion that had been commandeered by the protesters. The gov- 
ernment reports that more than 30 people, both security forces 
and protesters, have been killed over recent days. 

June 17—Two decrees that had opened up large sections of Ama- 
zonian jungle to development are overturned by Peru's congress. 


. . RUSSIA l 
Apr. 6—Prime Minister Vladimir Putin announces $90 billion in - 
stimulus spending to combat the effects on the Russian econ- 

. omy of the global economic slowdown. 

June 29—Russia and Azerbaijan sign a deal according to which 
Russia will buy 500 million cubic meters of-gas from Azerbaijan 
each year. The pact carries significant implications for European 
energy security, since Azerbaijan may be excluded as a potential 
source of gas for any future Furopean-backed pipeline that is 

designed to circumvent Russia s n 


he 


4 F 


July 6—During a visit to Moscow by Obama, the US president and ee 


Russian President Dmitri Medvedev sign a pteliminary agree- 
The agreement requires ratification by the US Senate. The 2. - 
sides also agree to open a corridor for US military flights over 
Russia to carry US troops and supplies to Afghanistan. 


SOMALIA | | 

Apr. 12—Off the coast of Somalia, US Navy Seals rescue an Ameri- 

. can cargo ship captain who had been taken hostage by pirates 4 
days earlier. - y 2 E 

Apr. 18—Parliament votes to institute shana, the Islamic legal 
code. The change is intended in part to gam popular support 

. for the weak government and to drain support from Islamist 

. insurgents. . Ea " ^ r 

June 9—The UN Refugee Agency reports that 100,000 Somalis 
have been displaced over the past month as fighting among the 
provisional government, rival insurgent groups, and foreign 
jihadists has swept the country. "EE 


SOUTH AFRICA 


Apr..6—Prosecutors drop corruption charges against African 
National Congress (ANC) Chairman Jacob Zuma; who is widely ` 
expected to become the countrys next president. Many remain 
suspicious, however, that Zuma is guilty of the crimes-of which 
he was suspected and that the charges have beén dropped for 
political reasons. l ; ae od 

- Apr..22—Zuma’s ANC wins 66% of the votes in parliamentary . 

elections. ý ` 2E 

May 9—After being elected by the parliament, Zuma is sworn in as 
South Africa’s president. ; 


ft 


ment to cut the 2 countries’ strategic nuclear stockpiles by 25%. 


SRI LANKA pu Pa 
May 17—The Liberation Tigers of Tamil Eelam, a guerrilla group x 
that-for 25 years-had fought a civil war against the government 
in hopes of gaining a Tamil homeland, acknowledges that it has 
suffered military defeat against governrnerit forces. Over recent 
weeks, the conflict had been confined to an ever-dimmishing 

slice of land in the country’s northeast. 


SUDAN | 


Juhe 11—Foreign aid groups that were expelled in May after the 
International Criminal Court issued an arrest warrant for Presi- 
dent Omar Hassan al-Bashir are allowed back into the country, 
provided that they operate under different names. 


THAILAND 

Apr. 11—A meeting of East Asian leaders, who are gathered in the 
resort city of Pattaya to discuss the global economic crisis and 
other issues, is cancelled as protesters break into the facility — 
where the talks are being held. The protesters are motivated by 
their belief that Thailand’ elite has repeatedly subverted democ- 
racy by forcing from power elected leadets who are largely iden- 

‘tified with the country’s rural poor. e 


UNITED KINGDOM 


June 4—In local elections, Prime Minister Gordon Browns Labor 
-Party wins only 23% of the vote, compared to 38% for the. 
opposition Conservatives The result reflects discontent with 
Browns leadership, rampant outrage over a scandal in which 
many members of parliament have been.caught claiming unjus- 
. Ufied expense reimbursements, and the difficulties Britaih is suf- 
fering as a result of the global economic downturn. 


UNITED STATES 


- Apr. 3— The Labor Department reports that-over 660,000 US jobs 


were lost in March, bringing to over 5 million the number lost 
in the recession thus far. The jobless rate stands at 8.596. 


Apr. 29—Tlie Commerce Department reports that the US economy 
contracted at an annualized rate of 6.196 in the 1st quarter of 
2009 after a 6.3% drop in the 4th quarter of 2008. 


Apr. 30—The ttoubled automaker Chrysler files for bankruptcy 
protection, pursuing a government-engineered plan for survival 
that if successfully completed will give equity stakes in a recon- 
figured company to the automobile workers’ union, the US gov-' 
ernment, and the Italian automaker Fiat. 


June 1—General Motors, long.the world’ largest automaker, files 
for bankruptcy. The'US government has-been deeply involved in 
negotiations leading to what is hoped to.be a quick emergence 
from bankruptcy protection, and will hold a 60% equity stake in 


a reconfigured and vastly shrunken company. 


July 2—The Labor Department reports that the US economy lost | 


467,000 Jobs in June, up from 345,000 the month before, and 
that the country’s unemployment rate has nsen to 9.596. The US 
economy, the world’s largest, has now lost as many jobs in the 
current recession as it had gained in the previous 9 years. 


July 31—The Commerce Department reports that the US economy. 
contracted at an annualized rate of 196 in the 2nd quarter of the 
year. The apparent easing of the recession prompts analysts to 
suggest that economic recovery may get under way in the 2nd 
half of the year.. Bc Æ 
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. ‘~ 
“The Western alliance has no reason to fear its members’ ‘defecting’ to Moscow, and it has 
every reason to engage with the Russians on common security concerns.” 


NATO and Russia: Partnership or Peril? 


DMITRI TRENIN 


. mong the many anniversaries of world 
events marked in 2009, NATO's founding 
60 years ago stands out. At the start of the 
cold.war, the North Atlantic Treaty Organization 
was built to provide for the external as well as 
internal security of its member states. By pool- 
ing West European defense efforts, it put an end 
to intra-European wars. By permanently involv- 
ing the United States and Canada with Western 
Europe, it created a security community spanning 
the North Atlantic: the modern world’s first zone 
of stable peace. 

Since the end of the Western-Soviet confronta- 
tion, NATO has not withered away—it has evolved, 
alongside the European Union, into a premier pil- 
lar of European security. The transatlantic link has 
withstood both the loss of a common adversary 
and divisions among the allies. The alliance has 
demonstrated, in the Balkans, a resolve for mili- 
tary action on its periphery and, with its involve- 
, ment in Afghanistan, a capability to project power 
into the heart of another continent. Meanwhile, 
NATO membership has expanded to almost double 
' its level at the end of the cold war. 

Twenty years after the fall.of the Berlin Wall, 
however, one major piece of unfinished post-cold 
war business remains: fitting the former. Soviet 
lands into a pan-European security framework. 
The heart of the issue is Russia's absence from the 
European and Euro-Atlantic security structures. 
Moscow one-time favorite among intergovern- 
mental bodies, the Organization for Security and 
Cooperation,in Europe (OSCE), has ceased to be 
an ongoing dialogue platform and has failed to 
live up to its title. This institutional deficiency 


DMITRI TRENIN is director of the Carnegie Moscow Center. 
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affects not only Russia, but also its neighbors, 
such as Ukraine and Georgia. The brief war in the 
Caucasus in August 2008 and the tensions it pro- 
duced in Crimea—which continue to linger and 
may produce another crisis in the future—point to 
the reality and potential severity of the problem. 
There is no simple way to resolve this conun- 
drum. Russias membership in the NATO alli- 
ance, sought by Moscow in the 1990s and again 
explored in the early part of this decade, is not 
a realistic proposition for the foreseeable future, 
if ever. Above all, it is not realistic at this stage 
to expect Russia to join a.US-led alliance such as 
NATO is today, and it is even less realistic to antici- 
pate some sort of NATO coleadership by the two 
nuclear superpowers. Even if one of these highly 
unlikely conditions were met, Russia's hypotheti- 
cal accession would needlessly exacerbate Russia's 
own, and the Wests, relations with China, much 
to the detriment of global stability and security. 
Thus, since nc shortcut is possible, the West 
and Russia need to embark on a long, tortuous, 
and potentially rocky path toward creating a 
security community in Europe that would.include 
both NATO members and nonmembers. Russian 
President Dmitri Medvedev's idea of revamping 
European security, which he first arinounced 
before the Georgia war but has, amplified since, 
is useful not so much because he calls for a new, 
legally binding treaty on security, but because 
it represents a de facto invitation to an ongoing 
dialogue. NATO needs to see the importance and 
urgency of the situation, seize the opportunity, 
and generate forward-looking ideas of its own. 


TALK TO EACH OTHER 

In the 12 years since the NATO-Russia Founding 
Act, which called for cooperative relations between 
NATO and Moscow, and the 7 years since establish- 


300 © CURRENT HISTORY * October 2009 


ment of the NATO-Russia Council (NRC), which 
created an official diplomatic vehicle for coop- 
eration, the relationship between the alliance 
and its biggest neighbor has not lived up to the 
expectations of 1997 or 2002. The NRC, instead 
of becoming the instrument of Western-Russian 
security interaction, has turned into a mostly tech- 
nical workshop—useful, but extremely narrow in 
scope. The major contentious issues in European 
security, such as Kosovo, the South Caucasus, all 
the “frozen conflicts” in former Soviet republics, 
and ballistic missile defense, have not been con- 
structively discussed and dealt with in the NRC 
context. This needs to change if NATO means to 
avoid a new crisis down the road. 

At minimum, the NRC is the place to engage 
the Russians in serious discussions, both formal 
and informal, on issues of common concern. It 
is important that the Russians do not feel that a 
common front of Western allies is ganging up on 
them: This was the fatal flaw of the NRC's prede- 
cessor, the Permanent Joint Council. Making the 
Russians feel that they are equals among equals in 
the joint body would do more for Europe's secu- 
rity than making sure that all allies speak with one 
voice during NRC sessions. The Western alliance 
has no reason to fear its members’ “defecting” to 
Moscow, and it has every reason to engage with 
the Russians on common security concerns. 

To be sure, sharp disagreements occasionally 
will occur. That is why it is important that the 
NRC become an all-weather operation. This has 
not been the case so far. In the wake of NATO’s 
1999 Kosovo campaign, Russia suspended the 
work of the Permanent Joint Council. Nine years 
later, NATO followed suit by severing contacts 
with Russia as punishment for Moscow's “peace 
enforcement" in Georgia. The latter action created 
an absurd situation. NATO representatives were 
talking more about Russia among themselves, but 
no one was talking to the Russians. Isolated dip- 
lomatically, Dmitry Rogozin, the Russian ambas- 
sador to NATO, took his case to journalists. He 
had to break a wall in his office to accommodate 
ever more members of the press who attended his 
lively media conferences. 

For Russia and NATO, keeping in touch and hear- 
ing each other out are essential, but the key task is 
to lay down elements of confidence in their badly, 
even dangerously frayed relationship. The urgency 
of the.task is not apparent to all. NATO's current 
focus is very much on Afghanistan, as a decade ago 
it was on the Balkans. Seen from Brussels, Russia 


has almost receded over the horizon. Yet, east of 
Berlin, the NATO alliance continues to be perceived 
as "being about Russia." This is the view shared 
in Moscow and Minsk, Tallinn and Tbilisi, even if 
views of NATO itself differ greatly in those capitals. 
Recognizing this situation and managing it will be 
crucial for the security of Europe's east. Ukraine 
and Georgia are the cases in point. 


THE HARD CASES 
The real problem with Ukraine's bid for NATO 
membership is not so much Russia's opposition— 
nor is it, of course, NATOS spurious threat to 
Russia's security. The actual issue is Ukraine itself. 
If that nation of 46 million were overwhelmingly 
pro-NATO, no force in the world, and certainly not 
the Kremlin, could prevent it from acceding to 
the alliance, provided it met the relevant criteria. 
However, since in Ukraine, too, NATO is largely 
“about Russia," the Ukrainian population faces a 
dilemma that it cannot resolve for the time being. 
Perhaps one-quarter to one-third of Ukrainians— 
like most Poles, Balts, and Romanians—believe 
that their country needs NATO as a security hedge 
against Russia, the historical hegemon in the region. 
However, just over one-half of Ukrainians—unlike 
the Poles, Lithuanians, and so forth—view Russia 
as part of an extended family To regard Russia as 
a notional adversary, which is fine for the majority 
of Estonians, is unnatural for people in Odessa and 
Kharkiv and perverse for the Russian-populated 
Sevastópol. To force such a stark choice on a nation 
so split on the issue would be to court disaster. In 
particular, it would reignite Crimean separatism and 
make Russian interference virtually unavoidable. 
Since a near-totality of Ukrainians do not want 
to be part of Russia, while a majority do not 
want to part with Russia, the best way to handle 
the Ukrainian security issue is along the lines of 
progressive integration with, and ultimately into, 
Europe. The brunt of this task needs to be car- 
ried by the Ukrainians themselves. Fortunately, a 
broad consensus exists in Ukrainian society that 
Ukraine belongs in Europe. Less fortunately, since 
the Orange Revolution of 2004, Ukraine' elites 
have not done neatly enough to implement reforms 
that can actually make Ukraine a modern European 
country. Ukrainians, of course, will need all the 
help they can get. The European Union' Eastern 
Partnership Program, inaugurated in May 2009, is a 
useful, albeit modest, step toward providing help. 
As for NATO membership, it would be wise to 
take up this issue only when a comfortable major- 


ity in Ukraine, including in Crimea, favors such 
A step. If Moscow feels confident that the issue of 
NATO membership is de facto left to the people of 
Ukraine to decide and not rushed by pro-Western 
nationalists, it can be expected to proceed with 
termination of the Black Sea Fleets presence in 
Crimea when the current lease expires in 2017. 

Georgias NATO problem is different from 
Ukraines. Most ‘Georgians want NATO precisely 
because of a keenly perceived threat from Russia. 
They are in the same league as the Central and 
Eastern Europeans who fear Russia—only their 
fear is more acute, and their anger less well 
contained. And unlike the new NATO members, 
Georgia is not protected by a formal Western secu- 
rity guarantee. However, admission of Georgia into 
the alliance according to Georgia's internationally 
recognized borders would put NATO in danger of 
a direct conflict with Russia, which no longer rec- 
ognizes those borders. Conflicts within Georgia, 
or what used to be Georgia, now create a potential 
for conflict between Georgia and Moscow's two 
formal allies in the region, the breakaway prov- 
inces of Abkhazia and South | 
Ossetia, which host Russian 
regular forces and border 
guards. 

All the Western references 
to Georgias territorial integ- 
.rity notwithstanding, Russia 
will not go back on its recog- 
nition of Abkhazia and South Ossetia. However, 
one must remember that Abkhazia did not secede 
from Georgia in 2008, when Moscow recognized 
it. It seceded a decade and a half before. South 
Ossetia, which also broke away from Tbilisi in the 
early 1990s, is a more awkward case. The option 
of a peaceful reintegration was seriously under- 
mined by Georgian President Mikheil Saakashvili's 
ill-fated attempt in 2004 to bring the territory 
back by police force. Georgia probably lost this 
option entirely as a result of its reckless attack 
on the territories in 2008. But, unlike Abkhazia, 
South Ossetia does not appear capable of evolv- 
ing into a viable state. The status quo is likely to 
continue for quite some time. 

This situation is fraught with constant dangers. 
Russias military deployments. in Abkhazia and 
South Ossetia—and Moscow's angry reaction to 
NATOS May 2009 Partnership for Peace exercise 
in Georgia—make the South Caucasus a sore 
spot in NATO-Russia relations. The termination 
of a United Nations mission in Abkhazia and 





Missile defense could become 
the flagship project of 
NATO-Russian cooperation. 
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of an OSCE mission in South Ossetia, caused by 
Russia’s insistence that both missions recognize 
the authority of the two new states, leaves EU 
monitors deployed on the Georgian side as the 
only third-party observer in the zones of conflict. 

Hence NATO needs to support conflict preven- 
tion in the area. Predictability, transparency,. and 
consultation with Moscow can help avoid mis- 
understanding, as was evidenced by US efforts 
to explain to Moscow the mission of its military 
trainers who returned to Georgia in September 
2009, a year after the war: Military disengagement 
in the zones of conflict; confidence- and security- 
building measures; protection of minorities and 
general support for human rights in the region: 
All of these need to be constantly discussed within 
the NATO-Russia Council, even though the final 
resolution of Abkhazia and South Ossetia’s status 
is certainly years away. 

Practical ways could and should be found 
around the apparently incompatible legal positions 
of the West and Russia on the status of the two 
territories. Provided the political will exists, diplo- 
mats can be very resourceful. 
It was possible in 1971, for 
example, to conclude a criti- 
cally important agreement that 
defused tensions around West 
Berlin—even when the Soviet 
Union and three Western 
powers could not agree on 
whether the title of the document should refer to 
“Berlin” or “West Berlin.” In the end, it was just 
called a Quadripartite Agreement. On the other 
hand, lack of attention to conflict prevention in 
the South Caucasus might lead to new violence, 
perhaps even international hostilities. 


EXPAND THE AGENDA 

The NRC's agenda needs to be expanded to 
include other items as well. One is strategic missile 
defense, which is both a contentious issue on the 
US-Russian agenda and a potential area of bilateral 
collaboration. For some time, NATO and Russia 
have been successfully cooperating on theater mis- 
sile defenses. It is in the interest of the alliance, 
as well as Western-Russian relations, that topics 
related to both theater and strategic missile defense 
be brought together under the auspices of the NRC. 
Russia objected strongly to US plans for deploying 
missile defenses in Poland and the Czech Republic. 
Washington took an important step in September 
when it decided to scrap those plans. 
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US President Barack Obama’s visit to Moscow 
in July 2009 resulted in a vague and general 
statement on the subject, which nevertheless 
opened the door for missile defense cooperation. 
Depending on progress in US-Russian strategic 
arms talks, missile defense could become the 
flagship project of NATO-Russian cooperation. If 
successful, this cooperation would start the long 
trek away from nuclear deterrence and mutually 
assured destruction as the foundations of Russian- 
Western security relations, and toward something 
that could become a security:community extend- 
ing across the entire Euro-Atlantic area: the old 
Vancouver-to-Vladivostok formula. 

Another issue to come under NRC review is con- 
ventional arms control.in Europe. As things now 
stand, the NATO countries have not ratified the 
recently revised: Conventional Forces in Europe 
(CFE) treaty, due to Russia s noncompliance with 
its separate commitment to withdraw forces from 
Moldova (Transnistria) and Georgia. Russia, for its 
part, has suspended its participation in the origi- 
nal 1990 document, which was based on the idea 
that the Warsaw Pact still 
existed. Moscow is particu- 
larly incensed by the treaty's 
flank limitations, which con- 
strain Russian forces in the 
south of Russia, including 
the North Caucasus, in terms 
of numbers and movements. 
Moscow sees these limits as both discrimina- 
tory in principle and constraining in practice: The 
original CFE treaty also leaves out the Balkans and 
the Baltic states—a clear flaw. 

Negotiated as a cold war confidence-building 
measure, the CFE treaty served as a kind of rein- 
surance policy, a material basis for classic mili- 
tary stability on the continent. Despite its many 
inadequacies, it compensated somewhat for the 
asymmetry represented by most of the region’s 
countries belonging to one alliance, NATO, while 
others are outside it: and divided in their atti- 
tude toward it. At present, no one benefits from 
the NATO countries’ failing to ratify the revised 
treaty and Russia’s countering by suspending it. 
Revisiting this subject, and opening a serious dis- 
cussion of ways out of the present impasse, would 
be a useful step in confidence building. 


HELP WITH AFGHANISTAN? 


If NATO and Russia could maintain a modicum 
of mutual confidence when it comes to Europe, 


Does NATO foresee building 
Furope’s security together with 
Russia, or with an eye on Russia? 





Western-Russian cooperation beyond Europe 
would in turn be facilitated. For example, coop- 
erative missile defenses, if they were conceived 
and constructed, would protect Europe from mis- 
sile risks from the greater Middle East. 

Regarding Afghanistan, no Russian troops will 
be deployed there, of course. But a further expan- 
sion of transit supply routes across Russian territo- 
ry—beyond what was agreed in the past two years 
with America, Germany, and France, and ampli- 
fied at the 2009 US-Russian summit—is a distinct 
possibility. Antidrug cooperation is another area 
of genuine mutual interest. NATO rightly sees the 
illicit-drug trade as a major source of funding for 
the Taliban insurgency in Afghanistan. And the 
Russians are reeling from proliferation of Afghan- 
produced drugs inside Russia, where the number 
of drug addicts has shot up in the past decade. 

Russia, which .has been providing training, in 
cooperation with NATO, to Afghan antinarcotics 
officers, is also a source of training and equip- 
ment for the Afghan governments military forces. 
Ás more responsibility eventually is shifted to 
the Afghan government, the 
importance of this connec- 
tion could increase. Russia, 
with its knowledge of and 
experience in the coun- 
try, could also contribute 
to Afghanistans economic 
reconstruction. Moscow has 
a genuine interest in preventing the emergence of 
an extremist regime in the region. 

In Central Asia, Russia is.a formal ally of sev- 
eral countries, and it keeps some military pres- 
ence there (in Tajikistan and Kyrgyzstan). For 
years, Russia has been seeking NATO's recogni- 
tion of the Moscow-based Collective Security 
Treaty Organization (CSTO) as the Atlantic alli- 
ance’s security partner in Eurasia, from Belarus 
to Central Asia. Until now, the Western alliance 
has been reluctant to extend such recognition, in 
order: not to bolster Moscow’s geopolitical role in 
the former Soviet Union. NATO and the United 
States, moreover, have sought to capitalize on 
bilateral relations with all the countries concerned 
and have seen no need for an additional link with 
the Russia-led organization. ! 

This stance requires a hard look. The United 
States, despite its own presence and contacts in 
Central Asia, stands to lose, not to gain, from 
a geostrategic competition with Russia in the 
region, or even the appearance of competition. 


Washington may spend only a little time and 
energy keeping’ track of Russia’s moves on the 
historical turf of the “Great Game.” In Russian 
eyes, however, America is reenacting that very 
game. The United States does not intend to stay in 
Afghanistan indefinitely; it does not envision bear- 
ing all the burden itself. It needs others assuming 
more responsibility, not less. 

As to concerns about Moscow dominating 
Central Asia, Russia is no Soviet Union and the 
CSTO is no Warsaw Pact. Not only self-confident 
Kazakhstan, but even the tiny and cash-strapped 
Kyrgyzstan, feels free to deal with the West with- 
out first clearing: everything with its nominal 
Russian ally. The 2009 story of the Manas Air Base 
is revealing: Kyrgyzstan first asked the United 
States to vacate it, apparently pleasing Moscow, 
but eventually allowed the Americans to keep it 
under a slightly different label, while giving Russia 
an option of establishing a small: base of its own 
in the country. In any case, a regular NATO-CSTO 
contact is more likely to help the latter become 
a more efficient structure, and to give its Central 
Asian members a higher platform and more of a 
voice. And NATO-CSTO contacts are more likely.to 
strengthen security in this strategically important 
and vulnerable region than they are to resuscitate 
Moscow’s domination of Central Asia.’ 

At a macro-regional level, Russia—together 
with China, India, and Iran—belongs to a group 
of major powers key to the establishment of 
stability in the area. NATO would be right to 
engage in a structured dialogue with the Shanghai 


Cooperation Organization, which includes China ` 


and Russia as members and India,. Iran, and 
Pakistan as observers. A NATO link with that orga- 
nization, alongside the NATO-CSTO link, would 
help create a security nexus covering almost the 
entire continent of Eurasia and engaging all its 
major powers in security collaboration. 

Russia, ofcourse, cannot “deliver” Iran: Nobody 
can. But Moscow should be a significant part of 
any international effort seeking diplomatic resolu- 
tion of the Iranian nuclear issue. Russia’s absten- 
tion from such efforts would likely undermine 
their effectiveness and contribute to the possibil- 
ity of military confrontation or a continued stand- 
off with Iran. 

NATO countries’ cooperation with Russia is 
highly desirable on a number of other issues, from 
fighting piracy off the coast of Somalia, where the 
Russian navy has recently been active, to achiev- 
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ing a settlement in the Middle East, where Russia 
is a member of the diplomatic Quartet (along with 
America, the EU, and the UN) that is trying to 
advance the peace process. 


THE STRATEGIC. QUESTION 

Anders Fogh Rasmussen, NATOS new secretary 
general, has identified relations with Russia as his 
top priority after Afghanistan. This is an opportu- 
nity not to be wasted: One of the alliance's immi- 
nent tasks is to develop a new "strategic concept," 
to replace the one agreed to in 1999. As it sets out 
to draft its new guiding document, the alliance 
faces an important question: Does NATO foresee 
building Europes security together with Russia, or 
with an.eye on Russia? . 

Clearly, not everything depends on the policies 
of the West. Russia, which faces a similar question 
in reverse, will have to come up with an answer of 
its own. Most likely, for both the Western alliance 
and Russia, the preferred option is cooperation. 
But for each of them, a failure- to cooperate raises 
the need to hedge against the perils of a partner- 
turned-opponent. In the outcome that nobody 
wants, Europe might walk back to its future. 

To achieve a good outcome, NATO and Russia 
need to engage with each other seriously. As 
they start a review .of their relationship, noth- 
ing should be off the table. NATO has a number 
of legitimate concerns. to share with Russia. 
None of these should be ignored or given short 
shrift by the Russian side. Zones of influence, as 
well as great games, belong to the past. Nations 
today decide for themselves. Powers of attrac- 
tion trump those of coercion. Great power means 
great responsibility. Challenges to Russian secu- 
rity in the early twenty-first ase lie in the 
south, not the west. 

Still, the seventh. decade of NATO-Russia rela- 
tions is going to be difficult. Building confidence 
and modicum of trust wil| take a long time. 
Managing the' post-conflict situation in the South 
Caucasus will not be easy, but it is possible, given 
a measure of attention to the region. Preventing 
tensions over Ukraine from leading to a new and 
incomparably worse crisis in the Black Sea area is 
an absolute must. Turning missile defense from an 
issue of contention into one of collaboration would 
be reversing a tide in Russian-Western security 
relations. After 40 years of wintry adversity and 
two decades of delusions and disappointments, 
Russia and the West both deserve better. . I 
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After START: Hurdles Ahead 


STEVEN PIFER 


he administration of Barack Obama, as a key 

element of “resetting” relations with Russia, 

has prioritized securing a follow-on agree- 
ment to the 1991 Strategic Arms Reduction Treaty 
(START). Meeting in London on April 1, 2009, 
Presidents Obama and Dmitri Medvedev agreed 
that a new treaty reducing strategic arms would top 
their agenda. At their July 6-7 summit in Moscow, 
they defined the basic elements of that treaty. 

Different motivations drive the two sides' inter- 
est in a new strategic arms agreement. The aging 
of Russia's submarines and intercontinental bal- 
listic missiles (ICBMs) will cause that country’s 
strategic forces to shrink dramatically in coming 
years. The Russians thus seek an arms control 
pact that reduces US. strategic nuclear forces as 
well. Moreover, the arms reduction process itself 
serves to validate Russia's position as a nuclear 
superpower on par with the United States, which 
is politically important to Moscow. 

The Obama administration desires to reduce 
nuclear forces and preserve START’s transpar- 
ency and monitoring measures. Ás important, 
Washington hopes a post-START strategic arms 
pact will improve the broader US-Russia relation- 
ship and thereby help secure Moscow's assistance 
on other American foreign policy priorities, such 
as Afghanistan and Iran. The administration also 
wishes to strengthen the global nuclear nonprolif- 
eration regime, and US and Russian nuclear reduc- 
tions are crucial to America's cn with other 
countries on this issue. 

While the. countries’ motives may differ, the 
good news is that both Washington and Moscow 
want a deal. But they do not have much time— 
START expires on December 5, 2009—and the 
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negotiators must resolve several complex ques- 
tions. These include missile defense, the treat- 
ment of conventional systems that have been 
converted from nuclear weapons systems, limits 
on missile launchers and bombers, verification 
procedures and rules on counting, and con- 
straining the potential for deploying weapons 
that could lead to a rapid breakout from arms 
limits. These questions appear soluble, though 
they will require hard bargaining. Because the 
United States wants to maintain flexibility in 
its force structure and not apply treaty limits to 
weapon systems that have been converted from 
nuclear to conventional use, it will likely have to 
accept more intrusive verification measures than 
might otherwise be necessary. 

The Obama administration regards a post- 
START treaty as the first step in a continuing 
process of nuclear arms reductions. But this will 
prove the last “easy” nuclear arms control agree- 
ment between Washington and Moscow. Looming 
in the future are issues such as tactical nuclear 
weapons, non-deployed strategic warheads, third- 
country strategic forces, and missile defense lim- 
its. These issues can and should be deferred for 
now, but they will have to be addressed in subse- 
quent negotiations. This will introduce questions 
more complex than those addressed to date by 
US-Russian arms control. 


START AND SORT 


Two treaties currently govern US a Russian 
strategic nuclear forces. Presidents George H.W. 
Bush and Mikhail Gorbachev signed START in July 
1991. It entered into force in December 1994 with 
a 15-year term. START limits the United States and 
Russia each to no more than 1,600 strategic nucle- 
ar delivery vehicles (SNDVs)—these include ICBM 
launchers, submarine-launched ballistic missile 
(SLBM) systems, and heavy bombers—carrying no 
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US and Russian Strategic Forces (January 1, 2009 START data exchange) 





moré than 6,000 warheads. START runs hundreds 
of pages in length, including definitions, count- 
ing rules that attribute warheads to each type of 
SNDV, provisions for data exchanges, and detailed 
monitoring and verification measures. 

In May 2002, Presidents George W. Bush and 
Vladimir Putin signed the Strategic Offensive 
Reductions Treaty (SORT). It limits the United 
States and Russia to no more than-1,700 to 2,200 
strategic nuclear warheads (the real cap is thus 
2,200). SORT, which remains in force until the end 
of 2012, fits on two pages. While slashing the num- 
ber of warheads compared to START, SORT contains 
no SNDV limits, no definitions, no counting rules, 
and no verification measures. It reflects the Bush 
administration's distaste for binding .arms control 
agreements; in fact, the administration originally 
suggested parallel US and Russian statements of 
intent instead of a legally binding treaty. 

- The urgency surrounding START pending expi- 
ration, even when SORT remains in force for 
another three years, stems from the fact that 
STARTS monitoring and verification regime pro- 
vides significant transparency regarding US and 
Russian strategic forces. That 1 will end 
when START expires. 

How many strategic arms does each side now 
possess? By early 2009, the United States report- 


Russia 


edly had reduced its deployed arsenal of strategic 
nuclear warheads to below SORT's cap of 2,200. 
However, a January 1, 2009, data exchange under 
STARTS auspices shows the United States with 
5,576 warheads, attributed to a force structure of 
1,198 ICBMs, SLBMs, and heavy bombers (see the 
chart on this page). 

The discrepancy in warhead numbers results 
from various factors. Many US missiles have been 
"downloaded" to carry fewer warheads than the 
number with which they are attributed under 
START. Some US systems have been converted to 
conventional-only roles. The B-1 bomber force 
no longer has a nuclear role, and four Trident 
submarines that once carried 96 Trident I SLBMs 
have been refitted to carry conventional séa- 
launched cruise missiles. Other SNDVs have been 
retired. Such systems add no strategic warheads 
under the SORT count. However, since they have 
not been eliminated according to the precise 
START rules, they and the warheads attributed to 
them continue to count under START. 

The January 1 START data exchange tallied 814 
Russian ICBMs, SLBMs, and heavy bombers, attrib- 
uted as carrying 3,909 warheads. The Russians 
have not reported their number of deployed war- 
heads as defined under SORT, but it is undoubt- 
edly less than 3,909. 
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During its last year in office, the Bush admin- 
istration conducted talks with Moscow on what 
might succeed START. It originally proposed a 
politically binding arrangement that would limit 
only operationally deployed strategic warheads, 
and would set no limits on SNDVs. The Russians 
showed ‘little interest. They sought a legally 
binding treaty. They also rejected the concept of 
limiting operationally deployed warheads but not 
SNDVs or non-deployed warheads. They believed 
such an agreement would give the United States 
the potential to break out of the understanding 
and rapidly increase its deployed warheads. 

The Obama administration, seeing arms con- 
trol less as a constraint on America’s freedom .of 
action than as a tool to strengthen US national 
security, brought to office a fundamentally differ- 
ent approach. The administration agreed to nego- 
tiate a legally binding treaty that would reduce 
and limit SNDVs as well as warheads. Obama and 
Medvedev in July signed a joint understanding 
setting guidelines for their negotiators. 

According to the July understanding, the START 
follow-on agreement will limit each side to no 
more than 1,500 to 1,675 warheads on no more 
than 500 to 1,100 SNDVs. The sides intend ulti- 
mately to agree on a.specific number for these 
limits. The joint understanding also noted that the 
treaty will include provisions regarding counting 
rules and verification measures (that will build on, 
but also attempt to simplify, the START measures), 
as well as provisions covering conventionally 
armed ballistic missiles and the linkage between 
offensive and defensive forces. 


TRICKY ISSUES 

Bringing this treaty to closure by December 
will require hard work. As the two sides began 
their fall negotiating rounds in September, sev- 
eral key issues remained to be resolved. One is 
missile defense. | | 

The Russians strongly opposed US plans to 
deploy 10 interceptor missiles in Poland and a 
missile-defense radar in the Czech Republic. The 
Bush administration developed these plans to 
counter a future long-range Iranian missile that 
could reach all of Europe and the United States. 
Moscow asserted that this missile defense deploy- 
ment could be aimed against Russia. 

Russian officials at times suggested that resolv- 
ing this issue was a condition for a new strategic 
arms agreement. The July joint understanding 
provides that the new agreement will include *a 


provision on the interrelationship between stra- 
tegic offensive and strategic defensive arms." The 
US administration in September announced plans 
to scrap missile defense installations in Central 
Europe, a major reversal. Officials emphasized, 
however, that they were redesigning the plans to 
address the current Iranian threat, not abandon- 
ing missile defense itself. Thus the issue of mis- 
sile defense limits at some point may need to be 
addressed. 

Washington is prepared to include, in the pre- 
amble of a new strategic arms reduction treaty, 
language on the offense-defense interrelationship. 
This could offer a resolution: The treaty would 
accept the principle of linkage between strategic 
offensive forces and missile defenses, but not 
operationalize the interrelationship with specific 
missile defense limits. In any case, with a war- 
head limit of between 1,500 and 1,675, either the 
United States or Russia could easily overwhelm 
any missile defense system that the other deploys. 
Deferring a negotiation on missile defense limits, 
moreover, would keep a difficult item out of the 
complicated post-START negotiation, when time is 
already short. 

In a subsequent agreement, should the sides 
pursue warhead reductions to lower levels, they 
would likely have to find a more detinitive 
arrangement regarding missile defense systems. In 
the meantime, it would be useful for Washington 
to articulate fully its missile defense plans, includ- 
ing the number of interceptors it intends to 
deploy, and where. 

A second issue as yet unresolved in nego- 
tiations has to do with conventional systems. The 
United States over the past 15 years has converted 
its B-1 bomber force and four Trident submarines 
to conventional-only roles. It understandably does 
not want these counted as strategic nuclear sys- 
tems. Equally understandably, the Russians will 
want.assurances that such systems—which pre- 
viously carried nuclear armaments—are indeed 
conventional-only. 

The START II Treaty, which was signed in 1993 
but which never entered into force, offered a way 
to deal with conventional bombers. That agree- 
ment introduced the category of “heavy bombers 
reoriented to a conventional role"—bombers that 
would not be counted under the SNDV limits. 
START II would have allowed each side to have up 
to 100 such bombers. But it would have required 
that they not train in nuclear roles and not be 
located at air bases where strategic bombers 


equipped for nuclear armaments were deployed, 
-~ or at air bases within 100 kilometers of storage 
areas for nuclear weapons. This arrangement pro- 
vides a good precedent for addressing B-1s and 
other bombers converted to conventional roles. 

The four Trident submarines that have been 
refitted to conventional roles have had their SLBMs 
removed, but the missile tubes—which are what 
START counts—remain intact. Two of the SLBM 
tubes on each submarine have been modified to 
support Navy SEAL operations, and the other 22 
tubes have each been modified to carry a canister 
. holding seven conventionally armed cruise mis- 
siles. In order to exclude these from the SNDV 
count, the United States should be prepared 
to accept verification measures that allow the 
Russians to ascertain that these submarines do 
hot carry SLBMs and that refitting them to again 
deploy SLBMs could not, be accomplished quickly. 

The US desire to have a prompt global strike 
capability employing conventional warheads on 
Trident II SLBMs (and possibly Minuteman HI 
ICBMs) poses additional.challenges. Devising an 
inspection regime to allow 
the Russians to distinguish 
conventional warheads . 
from nuclear warheads, 
and to provide assurance 
that missiles with con- 
ventional warheads- could 
not be easily rearmed. with 
nuclear warheads, would 
prove difficult. It would be far more straightfor- 
. ward to treat all warheads on ICBMs and SLBMs as 
nuclear and thus limited under the new treaty. As 
long as the number of conventional warheads is 
relatively small and the overall warhead limit is in 
the range of 1,500 to 1,675, this should have mini- 
mal impact on the US strategic nuclear force. 

The Russians may wish to convert some bomb- 
ers to conventional-only roles, though their 
requirements for conventional bombers do not 
appear to be as large as those of the United States. 
At this point, however, Moscow does not appear 
interested in converting ballistic missile subma- 
rines to conventional cruise missile carriers or 
-in deploying conventional warheads on strategic 
ballistic missiles. 

Á third tricky issue in the arms talks is limits 
on strategic nuclear delivery vehicles. Although 
Washington and Moscow are quite close on 
their proposed warhead limit—1,500 and 1,675 
respectively—they differ greatly on the limit on 





The aging of Russia's submarines 
and intercontinental ballistic missiles ' 
will cause the country’s strategic 
forces to shrink dramatically. 
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SNDVs. The July understanding reflects a Russian- 
proposed limit of 500 and an American proposal 
of 1,100. The Russians' SNDV proposal projects a 
steep reduction in their ICBM and SLBM launchers 
as they configure to the smaller force structure to 
which they are being driven by the aging of their 
submarines and ICBMs and by their modest pace 
of procuring replacements. For its part, the United 
States appears to want to maintain its current 
force structure, with little change. 

Washington should. be able-to reduce its pro- 
posed SNDV limit below 1,100. If the sides can 
agree on ways to treat B-1 bombers and the four 
refitted Trident submarines so that they do not 
count as SNDVs, that would remove some 150 
SNDVs from the US requirement. Elimination of 
retired bombers and ICBM silos that no longer 
deploy missiles could bring the US side’s SNDV 
requirement down further. That would signifi- 
cantly narrow, though not close, the gap between 
the sides' proposals. 

Washington should consider whether it needs 


to maintain 336 Trident II SLBMs (14 Trident 


submarines, each with 
24 SLBM tubes). Under a 
warhead limit of between 
1,500 and 1,675, probably 
800 to 1,000 of the US war- 
. heads would be on SLBMs. 
With ‘some reduction in 
: flexibility, the United States 
could allocate those 800 to 
1,000 SLBM warheads among a smaller number 
of Trident II launchers. For example, the United 
States might deploy each Trident submarine with 
16 missiles and & empty missile tubes, modified 
in ways that would not permit rapid reloading of 
an SLBM. This would mean a total of 224 Trident 
II SLBMs. If "downloaded" missile tubes were not 
counted as SNDVs, the US SNDV requirement would 
fall well below 800. Thus more than half the gap 
reflected in the July understanding— between the 
1,100 proposed by the United States and the 500 
proposed by Russia—would be closed. 


COUNT, BUT VERIFY ! 
Counting rules and verification present a fourth 
set of challenges in the negotiations. A key ques- 
tion is how to count warheads. START used a type- 
attribution rule based on the maximum number 
of warheads with which a missile type had been 
tested. Trident II SLBMs, for: example, had been 
tested with, and were attributed as carrying, eight 
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warheads, while ten warheads were attributed 
to Russian SS-18 ICBMs. START’s warhead total is 
derived by counting missile launchers and apply- 
ing the appropriate attribution rule to produce an 
indirect warhead count. 

START included provisions for *downloading"— 
that is, removing warheads, within limits, from 
certain types of missiles and counting missiles 
of that type as carrying a number less than the 
maximum with which the type had been tested. 
The sides agreed in START that each could conduct 
up to 10 warhead inspections per year to verily 
the number of warheads on an ICBM or SLBM. For 
example, Russian inspection teams can visit US 
Trident submarine bases at Bangor, Washington, 
and Kings Bay, Georgia, choose one of the subma- 
rines, ask that a specific missile tube be opened, 
and inspect the missile to see that it does not carry 
more than the number of warheads that is attrib- 
uted to it. Ten warhead inspections per year were 
deemed sufficient to deter a side from cheating: 
If either side cheated, it could never be sure that 


missiles with extra warheads would not be chosen. 


for inspection. . 

Similar attribution rules could be used in the 
post-START agreement, and indeed this would be 
the simplest way to proceed. The sides would then 
have to monitor and count the others SNDVs and 
apply appropriate attribution rules to calculate the 
total number of deployed warheads. 

Washington, however, reportedly would like to 
download and vary the number of warheads on 
particular Trident JI missiles. It thus is interested 
in an actual-load counting rule. An actual-load 
counting rule for the Trident force would be more 
difficult to monitor than a type-attribution rule, 
because an inspection of the number of warheads 
on one Trident II SLBM would give the Russians 
no insight into, or confidence that they know, the 
number of warheads on other Trident IIs. 

One way to resolve this would be for the 
new treaty to establish two warhead inspection 
regimes. If the United States or Russia decided 
to apply a type-attribution rule for its missiles, 
it would be subject to no more than 10 warhead 
inspections per year, perhaps fewer. If a side 
instead decided to apply an actual-load counting 
rule, it would have to accept a more intrusive 
inspection regime. For example, the United 
States might agree that each Trident submarine 
would carry no more than x warheads and accept 
a verification regime along the following lines: A 
Russian inspection team visiting Bangor or Kings 


Bay could choose a particular submarine for 
inspection. US naval officers would then provide 
the Russian inspectors a declaration listing the 
number of warheads on each of the missiles on 
board that submarine, and the Russians would 
have the right to inspect a certain number of the 
missiles (their choice as to which) to confirm 
that the number of warheads corresponded to 
the number on the declaration. It would not 
be necessary to inspect every missile; the sides 
could agree on a number that would be suffi- 
ciently high to deter cheating. : 

While such a differentiated inspection regime 
would complicate the treaty’s verification’ provi- 
sions, working out specific rules and measures 
should be possible. Each side could then face the 
same choice: Apply a type-attribution rule with 
less intrusive verification, or use an actual-load 
counting rule with considerably more intrusive 
inspection measures. 


BREAKOUT POTENTIAL 

Related to the issues of downloading and count- 
ing rules is a fifth challenge facing negotiators: 
the question of breakout potential. This refers to 
the ability of a side to rapidly deploy weapons in 
excess of treaty limits. The problem appears to be 
more acute when it comes to the American side's 
weapons. 

The US-proposed SNDV limit suggests a desire 
to maintain a force structure that will include 
336 Trident SLBMs. Under START counting rules, 
these 336 missiles are attributed with 2,688 war- 
heads. If under a START follow-on treaty the US 
Trident force were to be downloaded to deploy 
800 to 1,000 warheads, the Russians would be 
concerned that downloaded warheads might be 
rapidly placed back on the missiles, allowing the 
United States to greatly exceed the treaty limits. 

Two measures could.address this concern. 
Excess warheads might be eliminated in the pres- 
ence of inspectors from the other side. Although 
START does not require the physical destruc- 
tion of warheads, a 1987 treaty banning US and 
Soviet intermediate-range nuclear missiles did, 
so the sides have experience in verifiably elimi- 
nating warheads. Alternatively; excess warheads 
might be removed to distant storage areas. For 
example, downloaded Trident warheads could be 
placed in storage areas removed from the Trident 
submarine bases, with provisions for Russian 
monitoring of the storage areas to assure that 
those warheads are not moved. 


The negotiators will have to work intensively 
during the ‘fall if they are to complete the new 
treaty by December. Because the United States 
appears to want greater flexibility in dealing with 
conventional-only systems and seeks to maintain 
a large number of SNDVs that could raise breakout 
concerns, American negotiators probably will find 
that the onus is on them to develop creative solu- 
tions to these questions. In particular, the United 
States may need to accept more intrusive verifica- 
tion measures than might otherwise be the case. 

By December, Obama and Medvedev will have 
had at least two opportunities to discuss progress 
on the treaty on the margins of larger international 
gatherings—the late September meeting of the 
United Nations General Assembly and the mid- 
November Asian Pacific Economic Cooperation 
summit. If the treaty is finished or is near comple- 
tion by the end of November, the presidents might 
also meet in early December to sign or finalize the 
agreement. 

Even with focused presidential attention, how- 
ever, the new treaty will not be completed and 
ratified before START expires 
on December 5. Therefore, 
Washington and Moscow 
will -need to consider a 
bridging arrangement. For 
example, the sides might 
agree, aS matters of unilat- 
eral policy, to continue to 
observe all or most of the START provisions while 
the new treaty is being finalized and ratified. 


THE LAST “EASY” AGREEMENT? 

In an April 5,.2009, speech in Prague, Obama 
embraced the goal of a nuclear-free world while 
sensibly recognizing that reaching such a complex 
objective will take a long time. He envisioned the 
post-START treaty as a first step that would set the 
stage for further nuclear reductions. And US offi- 
cials speak of moving to a new negotiating round 
with Russia once the post-START treaty is con- 
cluded. Doing so, however, will require addressing 
issues that will make the current negotiation look 
relatively easy. 

Tactical nuclear weapons—nuclear warheads 
on systems with significantly shorter ranges than 
- Strategic systems—will be one such issue. Tactical 
nuclear weapons do not receive great attention 
now, with US and Russian strategic arsenals so 
large, but their relative importance will grow as 
strategic forces shrink. American officials would 


Washington hopes a post-START 
strategic arms pact will improve 
the broader US-Russia relationship. 
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like to bring these weapons into US-Russian 
negotiations following the conclusion of the post- 
START treaty. 

Grappling with tactical nuclear weapons will 
prove difficult for two reasons. First, the Russian 
military has seen its conventional capabilities 
decrease dramatically as a result of limited bud- 
gets and sharply declining demographic trends. 
It thus has come to view tactical nuclear arms 
as a means to balance out US and NATO con- 
ventional advantages and the prospect of a large 
Chinese army equipped. with modern conven- 
tional weapons. | 

In addition, a huge imbalance exists between 
the US and Russian tactical nuclear arsenals. The 
United States is estimated to have 500 to 1,000 
tactical nuclear weapons, while estimates place 
Russia's number at 3,000 to 8,000. This imbalance 
will. make it difficult to persuade Russia to reduce 
its tactical weapons to equal levels. The one bit of 
leverage that Washington has is the presence of US 
tactical nuclear bombs in Europe, which Moscow 
very much would like to eliminate. 

Any proposal by the 
United States regarding its 
tactical nuclear weapons 

in Europe would require 
advance consultations with 
NATO allies. NATO leaders in 
April 2009 mandated that 
the alliance develop a new 
“strategic concept” reflecting current realities; 
American officials should use the drafting of this 
concept to have NATO review the role of nuclear : 
deterrence in NATO policy and the specific require- 
ment for US tactical nuclear weapons in Europe. : 

Another issue that will. complicate future 
negotiations is non-deployed strategic weapons. 
Strategic arms treaties to date have limited only 
deployed strategic warheads. As with tactical 
nuclear weapons, non-deployed strategic warheads 
have less relevance when the numbers of deployed 
strategic warheads are high. But if Washington 
and Moscow intend to continue a strategic nuclear 
reductions process, they will at some point have to 
address non-deployed warheads. 

Fach side needs a certain number of spare 
warheads that can be substituted for deployed 
warheads, for example, when the latter require 
major maintenance. Large reserve stockpiles, 
however, could undermine the stability of an 
agreement by raising fears about breakout poten- 
tial. Getting into this subject will be difficult 


310 * CURRENT HISTORY © October 2009 


because it will require monitoring and inspection 
measures far more intrusive than those accepted 
in the past. 

A US-Russian effort in the 1990s to develop 
measures to assure the transparency and irrevers- 
ibility of warhead reductions came to a halt when 
the Russian side was not prepared for the intrusive- 
ness of the US-proposed ideas. Washington should 
suggest to Moscow that those conversations be 
resumed, with a view to preparing ideas for dealing 
with non-deployed warheads in a later negotiation. 

The question of third-country nuclear sys- 
tems also will challenge future arms talks. In 
US-Soviet negotiations, Washington staunchly 
resisted Moscow’s efforts to secure compensation 
for British and French strategic nuclear forces. 
These forces, as well as Chinese strategic systems, 
will need to be brought into the equation at some 
point in the strategic arms reductions process. 
Indeed, Obama in Prague stated that nuclear 
reductions ultimately would have to encompass 
all nuclear weapons states. 

Britain, France, and China each deploy some- 
where between 150 and 300 nuclear warheads on 
their strategic and intermediate-range systems. 
These numbers do not matter greatly if US and 
Russian strategic forces are limited to 1,500 to 
1,675; America and Russia clearly remain the 
nuclear. “superpowers.” However, if negotiations 
continue to reduce US and Russian forces, the 
reductions process will have to be multilateral- 
ized, or a separate regime will need to be negoti- 
ated to govern third-country forces. A particular 
question is whether China, which to date has 
deployed nuclear-armed missiles at a very modest 
pace, might be tempted to expand its nuclear forc- 
es to become a third nuclear *superpower," were 
US and Russian forces to be reduced dramatically. 

In anticipation of weapons reductions after the 
START follow-on treaty, Washington may want to 
begin consultations with London and Paris, and in 
parallel with Beijing, about their future strategic 
force plans and possibilities. A formal negotia- 
tion is something for the future, but it would be 
sensible to start an exploratory dialogue sooner 
rather than later. 


Finally, there is the question of missile defense. 
If the United States succeeds in keeping limits on 
missile defense out of the post-START negotiation, 
this issue will be back on the front burner in the 
negotiation of a subsequent agreement. If such 
an agreement aims to cut strategic forces below 
1,500, an agreement on missile defense will likely 
become unavoidable. Some Russian analysts have 
suggested that, while Moscow could live without 
a missile defense agreement if the post-START limit 
were 1,500 warheads, missile defense limits would 
be a sine qua non for Russian acceptance of a limit 
of 1,000 warheads. ! 


MISSILE DEFENSE LOGIC 

The logic is hard to refute. If the United States 
and Russia reduce strategic offensive forces while 
one or both deploys unlimited missile defenses, 
the following crisis situation would become an 
increasing concern: One side calculates that it 
could gain advantage through a first use of strate- 
gic forces, relying on its missile defenses to blunt 
the weakened retaliatory strike. While this rings 
of cold war logic, such calculations still matter, 
particularly in Moscow. 

Washington should begin a serious dialogue 
with the Russians on missile defense. Because the 
Obama administrations recent missile defense 
review concluded that an optimal missile defense 
architecture need not be based in Poland and 
the Czech Republic, the odds of a constructive 
US-Russia dialogue on missile defense are much 
improved. 

In sum, American and Russian negotiators have 
their work cut out for them, both in. conclud- 
ing the post-START agreement and, in the longer 
term, tackling the harder issues they will have to 
resolve to achieve even deeper nuclear reductions. 
Solutions to the problems in the current negotia- 
tion are apparent, and Washington and Moscow 
should be able to conclude a post-START treaty 
by December of this year or in early 2010. But in 
anticipation of pursuing further nuclear reduc- 
tions, the sides should now begin a dialogue on 
the tougher issues that they will HOME to face as 
cay as next year. E 
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Will Moscow Help with Trouble Spots? 


YURY E. FEDOROV 


hose who view international politics 

through the pragmatic lens of realpolitik 

might observe of the. Obama administra- 
tions offer to hit the “reset” button in relations 
between Washington and Moscow that it simply 
amounted to proposing a deal. 

In return for Russia's help in ending Iran's nucle- 
ar program and achieving stability in. Afghanistan, 
the United States would conclude a new strategic 
arms treaty with Russia, scrap its plans for ballistic 
missile defense in Central Europe, and perhaps 
not push too hard for Ukrainian and Georgian 
membership in NATO. And as for Russian democ- 
racy? The White House and the State Department 
have long since decided that if Russians enjoy liv- 
ing under an authoritarian regime so much, it is a 
waste of time and effort to try convene them of 
democracy’s advantages. 

Indeed, what really matters to the United States 
is not how well or badly the Kremlin treats its sub- 
jects but whether Moscow is capable of making 
rational foreign policy decisions. This approach, 
though cynical, has its logic. Yet it takes two to 
tango. The question is: Will Moscow seriously 
help with trouble spots such as Iran, Afghanistan, 
North Korea, and the Middle East, in return for 
a more conciliatory American posture on other 
issues? And if not, why not? 


ACCOMMODATING IRAN. 

So far, Russia has thrown cold water on US sug- 
gestions that Moscow might assist in ending Iran's 
nuclear program. In February 2009, just after it 

became clear what sort of reset the US adminis- 
tration was proposing, Russian Deputy Foreign 
Minister Sergei Ryabkov said that Russia's “stance 
on the Iranian nuclear program has no elements 
which could be interpreted as a toughening of 
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approach.” A few weeks later Ryabkov announced 
that Moscow saw no evidence that Iran was trying 
to build nuclear weapons. And Russian President 
Dmitri Medvedev—in April, on the eve of his first 
meeting with President Barack Obama—himself 
rejected linking the Iranian nuclear issue to the 
problem of missile defense in Europe. *I dont 
think that any trade-offs are possible in this 
respect,” he said. “This is not serious talk." 

Russia's claims that Iran is not trying to develop 
nuclear weapons are not at all convincing. .All 
these claims prove is that—at least from Moscow's 
point of view—lIran’s nuclear ambitions do not 
run counter to Russia's own interests. Thus, Russia 
does not intend to rethink its approach to the 
Iranian nuclear issue, nor will it support effective 
sanctions against Tehran. Some. experts suggest 
this attitude recalls the Soviet Union's stance on 
Iraqs nuclear efforts nearly 30 years ago. Oleg 
Grinevsky, a former high-ranking Soviet and 
Russian diplomat, has described the reaction of 
then-Soviet Foreign Minister Andrei Gromyko to 
news about Saddam Hussein'5 nuclear activities at 
the beginning of the 1980s: 


Development of nuclear weapons, if of course 
Saddam Hussein is able to do this, will change the 
Middle East conflict significantly,’ Gromyko said 
to his trusted subordinates. “Yet . . . is this really 
dangerous for us? Can we imagine the circumstanc- 
es under which an Iraqi atomic bomb threatens us? 
I do not see such a situation. But for the Americans 
and for Israel, which is an American ally, it will 
cause a strong headache. The Middle East conflict 
will flame up with a new strength and they will be 
on their knees begging us to help them to settle it. 


Today, just as then, Russia would like to see 
the United States and Israel on their knees. Yet 
Moscow does not actually want a nuclear-armed 
Iran. A nuclear Iran, unlike the Iraq of 30 years 
ago, might actually threaten Russia. Such an Iran 
would create dramatic and mostly undesirable 
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changes in the strategic environment of regions 


near Russia's southern borders. 

In particular, a nuclear Iran might become a 
source of tension in the Caspian region and in 
Central Asia, and could encroach on Russian 
interests in those areas, which Moscow regards 
as its own backyard. On the other hand, the 
possibility of a US or Israeli “military option” to 
prevent Iran’s nuclearization, an option whose 
likelihood is growing as Iran approaches the abil- 
ity to produce nuclear weapons, is highly unwel- 
come in Russia. 

Rightly or wrongly, many in Israel see a nuclear 
Iran as an existential threat, one that could be neu- 
tralized only by destruction of its nuclear assets. 
However, if a military strike against Iran were to 
be launched, Tehran would immediately respond 
through asymmetrical means, including mas- 
sive terror attacks against the United States and 
Europe. Thus, it would be necessary not merely to 
eliminate Iran’s nuclear and missile facilities but 
also to paralyze the country’s governance through 
massive air and missile strikes. 

Such a mission could only be performed by 
American forces. A war of this nature would result 
in complete chaos in Iran, and probably a divi- 
sion of the country along ethnic lines. A hotbed 
of Shiite extremismi would emerge near Russia's 
borders. In all likelihood, Azerbaijan would unite 
with the Azeri-populated areas of northern Iran 
and create a large Azeri state in the South Caspian, 
a state that would maintain close links with 
Turkey and the United States. For Russia, all of 
these prospects are decidedly undesirable. 


No, NO, AND NO 

At the same time, and for a number of reasons, 
Moscow does not want to see a political resolution 
to the Iranian nuclear issue. Theoretically, such a 
resolution could come about if Tehran halted its 
nuclear program in exchange for massive Western 
investment, security guarantees, and recogni- 
tion of Iran as the Wests principal partner in the 
Islamic world. In reality, especially in view of the 
turmoil surrounding Irans recent presidential 
election, this outcome hardly seems possible. 

However, if it were to come about, Moscow 
would no longer be able to:use the Iranian prob- 
lem as a. bargaining chip in its relations with the 
West. The Central Asian and Caspian states would 
acquire new pipeline options for exporting their 
energy resources, allowing them to bypass Russia. 
And Iran.might once again play the geopolitical 


role that it played under the Shah—something 
that Moscow definitely does not want. 

The Kremlin prefers. for US and European 
resources, both political and military, to be 
focused on Iran, and not on the post-Soviet 
states that Moscow considers within its zone of 
“privileged interest,” as Medvedev has termed 
it. The Kremlin also prefers for the government- 
controlled Gazprom, Europes largest supplier of 
natural gas, not to face competition from Iranian 
gas fields. In addition, Moscow has a major invest- 
ment in Irans nuclear program: The Russian 
Ministry of Atomic Energy was closely involved in 
building Iran’s $1 billion Bushehr nuclear power 
plant, and the Russian nuclear industry seeks 
more such projects. 

As a result, Moscow has developed an approach 
to the Iran issue that may be characterized as “the 
three noes”: no to a nuclear Iran, no to a military 
option, and no to a diplomatic resolution of the 
problem. Effectively, the Kremlin wants to freeze 
the status quo. With this in view, Russia as a per- 
manent member of the United Nations Security 
Council vetoes all effective sanctions against 
Tehran. In the long term, Russia is concerned that 
such sanctions might léad to a political solution. 
In the short term, Moscow is worried that effective 
sanctions would cut off its ability to supply arms 
to Iran and to pursue further cooperation in the 
nuclear field. RE 

Russia uses Iran's nuclear program as a trump 
card in its zero-sum game with the West. The 
strategy has produced some tactical gains to date. 
But the longer Moscow plays this trump, the deep- 
er may be an "Iranian trap" for Russia: Moscow 
will be challenged either by a nuclear-armed Iran 
or by the consequences of a military operation 
against Tehran. 

In light of all this, Moscow was deeply satis- 
fied with the June reelection of Iranian President 
Mahmoud Ahmadinejad and with Iran's brutal 
crackdown on electior protesters. Just after the 
voting, Ahmadinejad participated as an observ- 
er at a summit of the Shanghai Cooperation 
Organization (SCO), a body created. to assure 
Russian-Chinese dominance in Central Asia. The 
Russian Foreign Ministry declared that "Russia 
respects the choice of the Iranian people and 
is ready to continue developing mutually ben- 
eficial cooperation with Iran." No glimmer of 
hope exists that Moscow and Washington will 
cooperate to thwart Irans nuclear ambitions by 
diplomatic means. Thus Tehran carries on with its 


nuclear program, convinced that its actions will 
go unpunished. 


WELCOME TO THE QUAGMIRE 


Along with Iran, Afghanistan is among the 
most critical issues on the West's security agenda. 
Stabilization in Afghanistan is seen as the key 
proving ground for NATO's capacity to address 
the emerging strategic realities of the twenty-first 
century. A failure there, rightly or wrongly, would 
be considered a strategic defeat for NATO and the 
United States, and would signal a dramatic reduc- 
tion of the West’s power and influence. This would 
have long-term global consequences. Many in 
Washington believe that if the war in Afghanistan 
is lost, Al Qaeda would regain its strength and 
strike the United States again. The Obama admin- 
istration considers the struggle against Islamist 
extremists in Afghanistan a principal strategic 
goal. 

In this light, Russia’s support of Western efforts 
in Afghanistan is a practical indicator of Moscow's 
readiness (or lack of readi- 
ness) to reset its relation- 
ship with the United States 
and NATO. This is especially 
the case when it comes to 
Russias approach toward the 
Western military presence in 
Central Asia, of which a criti- 
cal element is communication lines that supply the 
international coalition's troops in Afghanistan. 

Then-President Vladimir Putin's dramatic deci- 
sion in September 2001 to support the US-led war 
in Afghanistan was widely interpreted at the time 
as a departure from the Kremlins Soviet-style 
policy of treating international relations as a zero- 
sum game. It was believed that Russia might pur- 
sue long-term cooperation with the West on the 
issues of Islamist terrorism, nuclear proliferation, 
drug trafficking, and.other shared threats. But 
the conciliatory decisions made by Putin at the 
beginning of his presidency did not result from 
any change in the basic attitudes of Russia's ruling 
cohort. Rather, the decisions were made because 
Russia lacked resources to.confront the West and 
because Russia's economic situation at the begin- 
ning of this decade was frightful. 

Although Moscow officially supports the inter- 
national operation in Afghanistan, since 2005 it 
has been working to bring about the withdrawal 
of the Western military forces from Central Asia: 
Thus Moscow initiated an SCO declaration in 


Because of competing motives 
and a lack of levers, Russia's 
Korea policy is incoherent. 
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2005 which said it was "essential that the relevant 
members of the antiterror coalition fix time lim- 
its [on] the temporary use of . . . infrastructure 
and [on] the length of the military contingents' 
stay on the territories of SCO member states." In 
Russia this declaration was interpreted by mass 
media close to the Kremlin as a demand by the 
SCO members for an immediate termination of the 
West's military presence in Central Asia. This idea 
was wishful thinking, since the document did not 
mention the withdrawal of military forces, only 
the need to fix time limits. It may be that Russian 
negotiators and Putin himself tried to persuade 
the leaders of the other SCO countries to approve 
a much tougher statement, but failed. 

In 2005 the Karshi-Khanabad air base in 
Uzbekistan, known as K2, was evacuated of US 
forces following American criticism of the host 
country’s brutal suppression of a popular uprising. 
This was seen in Moscow as a great political tri- 
umph. Afterwards, America’s withdrawal from the 
Manas Air Base in Kyrgyzstan became a priority of 

Russian policy. This base is a 
crucial facility for operations 
in and around Afghanistan. 
The international coalition 
relies on it heavily for sup- 
ply, logistics, troop rotations, 
and refueling of aircraft— 
especially in view of growing 
problems associated with supplying Afghanistan 
via Pakistan. 

The Russian aim of ending US use of the Manas 
Air Base has been frustrated by the fact that US 
payments for use of the base represent a substan- 
tial financial resource for Kyrgyzstan. In addition, 
the Kyrgyz government—like' the governments 
of other Central Asian states—has good reason 
to believe that if US and NATO troops are not 
able to defeat Islamist extremists in Afghanistan, 
then sooner rather than later Islamists will 
become active in Central Asia, possibly igniting 
widespread popular unrest there. Nonetheless, 
a group of Kyrgyz politicians, including a few 
within the inner circle of President Kurmanbek 
Bakiyev, in recent years became receptive to 
Russia’s campaign for immediate US withdrawal 
from the base. | 

Tensions over the air base came to a head 
in February 2009—just after Medvedev had 
made conciliatory remarks regarding Russia’s 
attitude toward Western military operations in 
Afghanistan. Speaking in Uzbekistan in January, 
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Medvedev had announced that Moscow was ready 
to cooperate with the new US administration and 
with NATO. Medvedev welcomed Obamas plans 
to review US policy in Afghanistan, and voiced his 
hope that “the new US administration will have 
greater success than the previous one in resolv- 
ing the Afghanistan issue.” He also said Russia 
would work with NATO on transit routes for the 
delivery of nonmilitary goods to Afghanistan. This 
was seen as a signal that Moscow was rethinking 
its hostile attitude toward the United States and 
NATO and was ready to turn over a new leaf in 
Russian-US relations. 


A PECULIAR UNDERSTANDING 

It turned out very quickly, -however, that the 
Kremlin had a peculiar understanding of what it 
meant to help the United States fight terrorism. 
Just a few days after his Uzbekistan statement, 
Medvedev managed to twist Bakiyevs arm into 
ordering the United States to withdraw from 
Manas. The Kyrgyz president, speaking in Moscow 
after a lengthy haggling session in which he had 
secured a $2 billion loan 
from Russia,.said that the 
Americans would be. given 
six months to withdraw. 

If the loan was not induce- 
ment enough for Bakiyev to 
do the Kremlin’s bidding, 
another factor motivated 
him: He faced the prospect 
of presidential elections in July 2009. If he was 
unresponsive to Moscow' pressure, the Kremlin 
would support his rivals, financially and other- 
wise. Although the Kremlin denied there was 
a Russian hand behind Bakiyevs decision, the 
Russian propaganda machine implied exactly that, 
with great satisfaction: Moscow had demonstrated 
its dominating influence in Central Asia. 

But Russia's apparent success in closing the 
American air base at Manas proved a short-lived 
phenomenon. First, in May, Uzbek President 
Islam Karimov announced that a-cargo airport in 
the Uzbek city of Navoi could be used for airborne 
transport of NATO supplies to Afghanistan, and 
that a major renovation at that airport would turn 
it into a world-class airfreight hub. Then, a few 
weeks later, the Kyrgyz government announced a 
deal with the United States that would allow the 
Americans to continue using the Manas Air Base 
as a transit center. The deal represented a signifi- 
cant defeat for Russian policy in Central Asia. 


No glimmer of hope exists that 
Moscow and Washington will 
cooperate to thwart Iran’s nuclear 
ambitions by diplomatic means. 


The deal was probably a major reason that the 
Kremlin in July agreed to allow the United States 
to transport troops and weapons across Russian 
airspace en route to Afghanistan. That agreement, 
signed during a Russian-US summit in Moscow, 
permits 4,500 American flights per year and saves 
the US government an annual $133 million. For 
Russia, it appears, the deal amounted to making 
the best of a bad situation. Because the United 
States had managed to maintain transit arrange- 
ments to Afghanistan via Central Asia, it had 
become meaningless for Russia to continue pursu- 
ing its objective of cutting off US supply lines. 

At the same time, America’s war in Afghanistan 
is definitely in Russia’s interest, and the new 
air transit corridor across Russia only deep- 
ens US involvement in Afghanistan—reinforcing 
Washington's determination to fight there until 
final: victory, even if that goal is unattainable. 
Another benefit of the agreement from Moscow's 
perspective is that it suggests Russia still holds the 
keys to US and NATO military transit. 

The zigzags and inconsistencies in Moscow's 
approach to the US war 
effort in Afghanistan result 
from opposing viewpoints 
that persist in the top eche- 
lons of Russian government. 
Certain segments of Russia's 
political and military cir- 
cles hope to see NATO and 
the United States atrophy 
because of defeat in Afghanistan. They see 
America and NATO as greater potential dangers 
to Russian.interests than the threat of Islamic 
jihadism that might result from the restoration of 
the Taliban regime in Afghanistan. Indeed, they 
entertain a paranoid perception that the United 
States poses a military threat to Russia because of 
its presence in Central Asia. 

Others in the top echelons understand that if 
the international coalition fails in Afghanistan, 
serious consequences might develop not only 
in Central Asia but in the northern Caucasus 
too. However, they are not interested in US and 
NATO success in Afghanistan but rather in their 
long-term, large-scale involvement there. The 
Kremlin hopes that the United States and NATO, 
by committing an increasing number of troops to 
operations in Afghanistan, will severely limit their 
strategic capabilities in other regions, such as the 
Black Sea, the Caspian, Ukraine, and other areas 
of Russia's “privileged interest." Moreover, as long 
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as US and NATO forces remain in Afghanistan, the 
Taliban and Al Qaeda cannot gain control of the 
country and thus do not present a substantial 
threat to Russia's allies in Central Asia. 

In this light, military transit via Russian territo- 
ry makes a withdrawal of US and European troops 
from Afghanistan less probable, especially given 
the tense situation in Pakistan and the Khyber 
Pass area. At the same time, it stops the West from 
developing an alternate supply route across the 
Black Sea, the southern Caucasus, the Caspian, 
and Turkmenistan. 


NUCLEAR DOMINOES 

Recent developments on the Korean penin- 
sula have put Russia in a ticklish position. North 
Koreas nuclear test in May 2009, along with 
its subsequent missile launches, shows that the 
Korean nuclear crisis is escalating. The crisis 
threatens far-reaching strategic changes in East 
Asia, in particular a game of “nuclear dominoes,” 
which would be highly unwelcome in Russia. 


The next domino to fall could be Japan. That 


country is concerned not 
only about North Korea's 
nuclear weapons but also 
about America's strate- 
gic focus on the greater 
Middle East, something 
that weakens  Tokyo's 
confidence in US secu- 
rity guarantees and that 
is stimulating deep changes in Japan's strategic 
attitudes. Japan is capable of quickly building its 
own nuclear arsenal if it decides to go that route. 





A nuclear Japan, on top of a nuclear North Korea, 


might cause South Korea and Taiwan to develop 
nuclear weapons as well. In the meantime, Japan, 
Taiwan, and South Korea might, together with 
the United States, accelerate the development of 
an antimissile defense system. 

In this context, China would increase its arsenal 
of nuclear missiles, further stimulating a region- 
al arms race. In response, Washington would 
increase its military presence in Northeast Asia. 
This increased presence would include warheads 
and delivery platforms for limited nuclear attack, 
improved ballistic missile defense systems, and 
precise conventional counterforce capabilities. 

As part of this vicious cycle, a new strategic 
. configuration would emerge in East Asia. At one 
pole would be the United States and its allies— 
Japan, South Korea, and Taiwan. These countries 


Certain segments of Russia's political 
and military circles hope to see 
NATO and the United States atrophy 
because of defeat in Afghanistan. . 


would combine Americas extended deterrence 
with development of their own military capabili- 
ties, both conventional and nuclear. China would 
have no option but to constitute the other pole in 
this system. 

This of course would have significant negative 
consequences for Russia's strategic posture in the 
northern Pacific. An arms race would change the 
ratio of the military forces in the region, and not 
in Moscow favor. In fact, Russia already is con- 
cerned about its military position in the region. 
Its Pacific fleet is degrading. Its ground forces in 
Siberia and the Russian Far East are outnumbered 
more than three to one by Chinese ground forces 
deployed in military districts adjacent to Russia. 
Russia's main military asset in the region is nucle- 
ar weapons. But a game of nuclear dominoes, 
along with deployment of missile defense systems 
and a high-tech arms race, could diminish the 
significance of Russia's nuclear arsenal. 

Finally, as nuclear dominoes fell, the probabil- 
ity of a military conflict on the Korean peninsula 
might increase. This would carry severe economic 
and sociopolitical conse- 
quences for the Russian 
Far East. Prospects for the 
realization: of some large 
economic projects that 
promise critical benefits to 
Russia would come to a 
definitive end, and foreign 
investment in the develop- 
ment of oil and gas deposits in eastern Siberia 
would be blocked. 

All this makes Russia interested in resolving the 
Korean nuclear crisis as soon as possible. The lon- . 
ger the situation remains unresolved, the higher 
the probability that Russian interests will suffer. 
Theoretically, this opens a path for Russia to coop- 
erate constructively with the United States. But 
Russia, like China, wishes to resolve the nuclear 
crisis in a way that will not strengthen American 
influence on the Korean peninsula and in the 
North Pacific. Moscow understands that a politi- 
cal solution to the North Korean crisis would most 
probably result in a fundamental improvement of 
North Korea's relations with the United States. 
This is highly unappetizing to the Kremlin. 

In addition, as soon as Pyongyang abandoned 
its nuclear program, rapprochement between 
North and South Korea would begin. This might 
eventually result in the unification of the two 
Korean states and the rise of a strong new inter- 


national actor that could diminish Russian influ- 
ence in the region and threaten territory close to 
Russia’s strategically important sea terminals on 
the Pacific. | 

In any case, Russia as a practical matter has 
virtually no instruments with which to influence 
the nuclear crisis. Russian military intervention 
in an armed conflict on the Korean peninsula 
virtually defies imagination. Such an interven- 
tion could occur only if conflict in Korea spread 
to Russian territory, which is highly unlikely. 
Similarly, Russia's ability to render economic aid 
to North Korea is minimal. Large Russian-North 
Korean joint projects are impractical due to a 
dearth of Russian funding. And Russia cannot 
use its trade with North Korea to exert political 
influence—in 2008, trade between the two coun- 
tries comprised only 2.3 percent of North Korea's 
total foreign trade. 

Because of competing motives and a lack of 
levers, Russias Korea policy is incoherent. On 
one hand, Moscow uses its status as a permanent 
member of the UN Security Council to block effec- 
tive international sanctions against North Korea. 
Such sanctions are the only means available to 
force Pyongyang to give up its nuclear weapons, 
and Russia's actions only stimulate North Korea’s 
nuclear ambitions and discourage Pyongyang from 
rethinking its approach toward relations with the 
United States and South Korea. Indeed, Russia's 
actions increase the probability of a nuclear arms 
race in the North Pacific.. 

On the other hand, Russia routinely calls for 
a resumption of the six-party talks (involving 
Russia, China, Japan, the two Koreas, and the 
United States) on North Korea's nuclear program. 
Participation in these talks creates for Moscow 
the illusion that it has political influence on the 
Korean peninsula and in a wider regional strategic 
context. However, North Korea's recent nuclear 
test and its missile launches prove that these talks 
are not an effective instrument. 


CAPITALIZING ON CONFLICT 

Since the fall of the Soviet Union, Russian 
policy regarding the Israeli-Palestinian conflict 
has been essentially constant. In place of the rigid 
anti-Israel strategy of the Soviet days, which was 
driven by confrontation with the United States 
(Israel's primary patron and sponsor) as well as by 
the antisemitism that was typical of Soviet ruling 
circles, Moscow has pursued a more sophisticated 
and balanced policy. | 
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Today, Russian elites do not see the Middle 
East as a principal area of strategic rivalry with 
the West, as they did during the days of the cold 
war. Russia has developed a pragmatic relation- 
ship with Israel, and in some ways a cooperative 
one, motivated by economic concerns and, many 
believe, a common interest in fighting Islamist 
terrorism. It might seem that Russia has replicated 
the US policy of maintaining relations with both 
Israel and the Arab states, playing a role both as 
mediator and as a guarantor of security. If this 
view of Russian policy were correct, there would 
be a substantial chance that the United States 
and Russia can cooperate to resolve the Israeli- 
Palestinian conflict and help stabilize the region. 

But this perception of Russian behavior in the 
Middle East is not accurate. Unlike America and 
Europe, which are actually interested in resolving 
the Israeli-Palestinian conflict and believe that the 
conflicts end would strengthen their position in 
the region, Moscow' goal is to capitalize on the 
conflict—as well as on conflicts between Israel 
and Syria, and between Israel and Iran. 

Russian policy in the Middle East calls into 
question Moscow willingness to partner with the 
United States in fighting Islamist-led terrorism. 
Russia supplies Syria and Iran with armaments, 
which then fall into the hands of Hezbollah and 
Hamas, two of the region's most dangerous orga- 
nizations. Indeed, Russia invites Hamas leaders 
to Moscow, treating them as legitimate political 
figures. This strengthens the radicals' position and 
hinders moderate Palestinian forces from com- 
promising with Israel. The logic of the Russian 
position is quite simple. Moscow retains very few 
levers of political influence in the Middle Fast, 
so it uses the one it has—which is to manipulate 
conflicts between Israel and its enemies. 

Policy makers in the West need to realize that 
in no case will Russia be their partner in resolv- 
ing Iran's nuclear program, in providing practical 
support (other than flyover rights) to the inter- 
national military operation in Afghanistan, or in 
other trouble spots. Moscow cannot be called a 
rival to the West in these areas either. The Kremlin 
does not want, and has no resources, to force 
the West out of Afghanistan or the Middle Fast, 
to take on responsibility for resolving the North 
Korean nuclear crisis, or to impose its own solu- 
tion on the Israeli-Palestinian conflict. Instead, 
Russia is content to play a parasitic role regarding 
the world’s trouble spots and Western—above all, 
American—involvement in them. E 
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Why Russia Is So Russian 


ANDREW C. KUCHINS . 


ertain 


eternal questions—“Whither 

Russia?" “What to do?" and “Who is to 

blame?"—have long vexed observers of 
Russia, as well as Russians themselves. They con- 
tinue to do so. Russian elites have a ready answer 
to the question of blame (anybody but Russians), 
but no consensus prevails on the first two queries, 
either inside or outside Russia. All nations and 
peoples havé their idiosyncratic features, yet there 
is something spécial about Russia that perplexes 
policy makers and analysts in capitals from Beijing 
to Tashkent to Berlin. Efforts to penetrate the 
forces driving Russian behavior are so frustrating 
that sometimes one can only conclude that the 
Russian national interest is to bewilder the rest of 
the world. 

It would be bidon presumptuous, even peril- 
ous, for me to suggest I have any convincing 
answers to the eternal questions. But I believe 
certain common themes, core features, and driv- 
ing factors evident through czarist, Soviet, and 
post-Soviet Russian history can help elucidate a 
query that underlies these eternal questions. That 
is: Why is Russia so . . . Russian? 


THE IMPERIAL STATE 

Looking at a map of the world, one cannot help 
but be impressed by Russia's sheer vastness. From 
the sixteenth century until the beginning of the 
First World War, the Russian government was in a 
nearly constant process of state expansion. During 
the 150 years from the beginning of the sixteenth 
century through the middle of the seventeenth, 
Russia added territory every year, on average, 
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Anders Aslund, is The Russia Balance Sheet (Peterson Insti- 
tute for International Economics and CSIS, 2009), from which 
this essay is adapted. 
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equivalent to the Netherlands. No state in world 
history has expanded so persistently or held onto 
land more tenaciously than has Russia. 

Russia grew as a multinational and: multi- 
cultural empire at roughly the same time that 
Western European empires came on the world 
stage: But at least one important difference distin- 
guished the Russian and, the Western European 
empires of the time. The European empires— 
Spanish, Portuguese, British, French, Dutch, and 
so forth—were multinational, but the colonies 
were overseas and .thus clearly separated from 
their ruling capitals. Russia, on the other: hand, 
was a continental empire, and there was not such 
a clear differentiation between ruling core and 
colonial periphery. While the Western European 
states developed national identities apart from 
their colonial possessions, Russia never did. In 
fact, many historians have argued that Russia 
never was a nation-state, but rather developed as 
an empire from the very beginning. 

Historically as one traveled east from Western 
Europe, regions became progressively poorer = 
rule more autocratic. Russian governments, ` 
order to compete with a succession of real and 
potential adversaries from the West, invested 
much authority in the central sovereign, the czar, 
and later in the head of the Communist Party of 
the Soviet Union. Both of these allocated rela- 
tively large resources to the military. For much of 
Russian history such resources were extracted from 
a chiefly agrarian.population that struggled just to 
maintain near-subsistence standards of living. in 
climatically and geologically adverse conditions. 

Whether this militarization was undertaken 
for offensive or defensive purposes has been a 
matter of considerable historical debate, but the 
phenomenon of a centralized and militarized state 
and society has distinguished Russia for hundreds 
of years. In addition, Russian expansion created 


a self-perpetuating dynamic. Russia continually 
conquered and acquired territory populated by 
non-Russian ethnic and nationalist groups that 
formed. a contiguous belt or frontier in regions 
where political loyalty to Moscow was dubious. 
This encouraged a real or imagined state of perma- 
nent insecurity for the core state, whose response 
was repression and pushing the boundaries yet 
further out to create bigger buffer zones. 

The geography of Eurasia was conducive for the 
Russians—as it had been for the Golden Horde, 
Tamerlane, and others before—to create a huge 
continental empire. The Russians also developed a 
deeply ingrained sense of territorial security that, 
while not entirely unique, placed great strains on 
the central government, creating the need for a 
large state bureaucracy and military. Commercial 
trade, economic growth, and technological devel- 
opment consistently lagged in Russia, compared 
to its European neighbors. Yet its vast natural 
resources, large territory and population, and abil- 
ity to mobilize a large army made Russia a formida- 
ble player in European politics beginning with the 
rule of Peter the Great. B 

After Peter the Great 
movedtheRussianempire's 
capital to his newly built 
city near the Baltic Sea, 
St. Petersburg, Russia 
continued to expand in 
the Baltic region thanks 
to the defeat of Charles XII and Sweden; to the 
west with the partitioning of Poland; and to the 
south at the expense of the Ottoman Empire. In 
the nineteenth century the expansion continued 
to the south in the Caucasus and to the southwest 
in Central Asia. 

The historian Edward Keenan has suggested 
that Moscow showed pragmatic opportunism, that 
it was not inherently bent on expansion but did 
take advantage of opportunities as they emerged. 
In other words, Russia expanded because it could, 
in an international context of anarchy, in which 
conflict and wars were commonplace. Keenan 
argued that Russia expanded more or less in the 
manner of normal major powers of the period. 

The historian George Vernadsky further argued 
that the peculiar geography of Eurasia makes it a 
natural setting for an unusually dynamic national 
grouping, in this case the Russians, to extend its 
domination as far as possible for security rea- 
sons. "The fundamental urge which directed the 
Russian people eastward lies deep in history" he 





A contradiction exists between Russia's 
domestic goals for economic growth 
and its insistence on hyper-sovereignty. 
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wrote. “It was not ‘imperialism,’ nor was it the 
consequence of the petty political ambitions of 
Russian statesmen. It was in geography, which lies 
at the basis of all history" (Pyotr Chaadaev had 
written in this vein in 1837, in The Vindication of 
a Madman, declaring "Russia, it is a geographical 
fact.") Keenan's views mesh well with Vernadsky's 
geographical determinism by suggesting that 
Russia's expansionism could be explained as nor- 
mal behavior in an unusual geography. 


MANIFEST DESTINY 

Richard Pipes and others would suggest, howev- 
er, that the Russians, and later the Soviets, adapted 
an ideology—be.it “Moscow as the Third Rome” 
or Marxism-Leninism—that inspired an extraordi- 
nary imperial appetite. Keenan's explanation places 
more emphasis on the external environment that a 
state faces, while Pipes argues there is something 
fundamentally different about Russia that leads it 
to be inherently aggressive and expansionist. 

Upon reflection these views—those of Keenan 
and Vernadsky versus those of Pipes—may not 
be so contradictory. The 
geography of Eurasia does 
present a truly Darwinian 
dilemma, ' given its sus- 
ceptibility to invasion, so 
it is not surprising that 
the imperatives deriving 
from a territorial view of 
security drove a peculiarly militarized kind of eco- 
nomic development in both czarist Russia and the 
Soviet Union. At the same time, if such extensive 
territories are to be ‘dominated for such a long 
period, a powerful national myth is required. The 
Russians developed this under the czars, and after 
a brief “time, of troubles” following World War 
I, the Soviet Union adopted a different but also 
powerful myth. ] 

In the fifteenth century a potent national my 
emerged to fuel a messianic vision for the Russian 
state and people. It began with the notion of 
Moscow as the “Third Rome," or the. historical 
protector and purveyor of Orthodox Christianity. 
The first Rome had fallen centuries before, and 
in 1453 the “second Rome,” Constantinople, fell. 
In 1472 thé Russian Czar Ivan III. married Sophia 
Palaeologina, the niece of Byzantium’s last emperor, 
Constantine, anc the marriage supported the idea 
that Russia was Byzantium’s historical successor. 

Keenan argues this myth was actually sug- 
gested by the post-Renaissance West, as part of 
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efforts to mobilize the Russians to: act'as a bul- 
wark against the Ottomans. In 1520 the monk 
Philotheus supposedly wrote a letter to the czar 
which stated: “And now, I say unto them: Take 
care and take heed, pious czar; all the empires of 
Christendom are united in thine, the two Romes 
have fallen and. the third exists and there will not 
be a fourth.” . 

In 1547 Russian rulers officially adopted the 
title of “czar,” which was derived from the Roman 
Caesar; this emphasized that the succession of 
Christian capitals was matched by a succession 


of rulers. Iver Neumann has argued that, while | 


the doctrine of the Third Rome. anointed Russia 
as the divine successor, the temporal borders 
of that state were never clearly identified. This 
provided a powerful religious justification for the 
expansion of the Third Rome at the expense of 
territories supposedly abandoned by God in favor 
of Moscow. 

This kind of religious imagery has reemerged 
on numerous occasions throughout Russian his- 
tory, often invoking “Holy. Russia,” with Christ- 
like qualities, as the suffering savior of the world. 
Russia was imbued with a 
historical mission; this was 
the crux of the “Russian 
idea.” The Russian philoso- 
pher Nikolai Berdyaev wrote 
that the Russians and the 
Jews have “the-most vigor- 
ous messianic consciousness 
of all peoples.” Berdyaev attributed this messian- 
ism in Russians to the unique combination of 
Western and Eastern qualities that make up the 
Russian character: 


The Russian people is not purely European and it 
is not purely Asiatic. Russia is a complete section 
of the world—a ‘colossal East-West. It unites two 
worlds, and within the Russian soul two prin- 
ciples are always engaged in strife—the Eastern 
and the Western. - 


ENDURING INSECURITY 

While the identity of the state as Marxist- 
Leninist was important throughout the Soviet 
period, Soviet leaders’ perceptions of security 
were dominated by the more traditional dilem- 
mas of geography and power. The Soviet Union 
that emerged in the 1920s from seven debilitat- 
ing years of World War I and the Russian Civil 
War was economically devastated and physi- 
cally smaller than its czarist predecessor state, 


Russian leaders frame their 
country’s international cooperation 
in terms of realpolitik bargains. 


a situation somewhat analogous to the Russian 
Federation after the demise of the Soviet Union 
in 1991. Joseph Stalin was especially sensitive to 
the impact of Soviet economic and technological 
backwardness on military power as the European 
security situation grew increasingly perilous in 
the 1930s. In 1930 Stalin warned that if the Soviet 
Union did not rapidly industrialize it would be 
overrun once again, as Russia had been numerous 
times in its history: 
To slow down the tempo [of industrialization] 
means to lag behind. And those who lag behind 
are beaten. The history of Old Russia shows . . . 
that because of her backwardness she was con- 
stantly being defeated. By the Mongol Khans, 
by the Polish-Lithuanian gentry, by the Anglo- 
French Capitalists. . . . Beaten because of back- 
wardness—Qmilitary, cultural, political, indus- 
trial, and agricultural backwardness. . . . We are 
behind the leading countries by fifty—one hun- 
dred years. We must make up this distance in ten 
years. Either we do it or we go under. 


The experience of the 1930s and World War II 


strengthened Stalin’s territorial view of interna- 


tional security, and his obses- 
sion with territorial security 
fueled the cruel symbiosis 
of Soviet domestic and for- 
eign policies from the 1930s 
onward. An internal regime 
of unprecedented terror in 
the 1930s was justified by 
the supposed prevalence and influence of capital- 
ist spies and saboteurs who conspired to destroy 
the Soviet regime, just as the capitalist powers had 
tried to “choke the baby in its crib” with the allied 
intervention in 1918. 

Moscow was a deeply surreal place in the 1930s, 
when a series of show trials condemned to death 
many of the leaders of the Bolshevik Revolution 
who were falsely accused of, among other things, 
espionage. Vladimir Lenin had referred to czarist 
Russia as “the prisonhouse of nations," but the 
purges and the creation of the gulag system in the 
Soviet Union under Stalin were far more brutal 
than the oppression under czarism. 

: With the defeat of the Nazis in May 1945, 
Stalin stood triumphant as no Russian leader had 
since Alexander I after the defeat of Napoleon 


. in 1812; During the war the terror subsided and 


the leadership made ideological concessions to 
appeal to patriotic Russian nationalism. For the 
first time in its history (anticipating the immi- 


nent defeat of Japan), the Soviet Union was not 
under threat from any major power. The dean of 
US Soviet: specialists, George Kennan, wrote in 
May 1945 from Moscow, where he served in the 
American embassy: ) 


By the time the war in the Far East is over Russia 
will find herself, for the first time in her history, 
without a single great power rival on the Eurasian 
landmass. She will also find herself in physi- 
cal control of vast new areas of this landmass: 
some of them areas to which Russian power had 
never before been extended. These new areas (al- 
though their exact frontiers are deliberately kept . 
vague) will probably contain well over 100 mil- 
lion souls—most of them in the European sector. 
Those are developments of enormous import in 
the development of the Russian state. 


It was not an unconscious slip on Kennan’s 
part that he referred repeatedly to “Russia” rather 
than the “Soviet Union.” He strongly believed that 
traditional Russian nationalist goals and concerns 
were the most informative guide for understand- 
ing Soviet foreign policy under Stalin. 

The breakup of the wartime alliance and the 
onset of the cold war marked a seminal event that 
defined the core structure of international rela- 
tions until the collapse of the Soviet Union. As 
with the eventual defeat of the Golden Horde in 
the fifteenth century and the defeat of Napoleon 
in the nineteenth century, Russia during .World 
War II had made huge sacrifices to “save the 
West” from a continental hegemon—this time, 
Hitler. Stalin believed the West should pay its 
debt by allowing the Soviet Union to expand its 
domination to extensive territories of Eastern and 
Central Europe, including a neutralized Germany. 
The Soviet victory over Germany was the event 
that cemented the legitimacy of the Soviet regime, 
and the regime did its utmost, through propa- 
ganda and education, to ensure that the citizens 
did not forget. 

After that, the development of a Soviet identity 
was increasingly defined by the nation’s position 
in a superpower confrontation with the United 
States. Moscow and Washington each maintained 
a series of alliance relationships in Europe and 
Asia and they held each other in a balance of 
^ nuclear terror. This balance of power remained 
critical even as Soviet leader Leonid Brezhnev 
. sought détente with the United States and Western 
Europe. Détente was defined as a relaxation 
in tension; it resulted in important arms con- 
trol agreements, including the 1972 Anti-Ballistic 
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Missile Treaty and the SALT I and II treaties. The 
Brezhnev administrations achievement of nuclear 
parity with the United States helped consolidate 
the Soviet international identity as a superpower 
of equal standing with the United States. 

Yet even at the peak of its powers, the Soviet 
Union, as Robert Legvold noted in 1977, was 
like a “deformed giant . . . mighty in its military 
resources and exhilarated by its strength, but 
backward in other respects." Paradoxically, the 
Soviet Union of the 1980s was simultaneously a 
global superpower and a third world country. In 
1989, one Soviet official described his country as 
"Upper Volta with rockets." 

The notion of the Soviet Unions relative decline 
in comparison with the West is essential to under- 
standing the motivations for economic, social, and 
political reform during the perestroika years. It is 
rather difficult to imagine that the Soviet leaders 
would have embarked on reform if their economy 
had been growing rapidly while the West stag- 
nated. Indeed, the catalyst for perestroika was 
Mikhail Gorbachevs. perception that the Soviet 
Union in the 1980s was in a “pre-crisis situation." 
The Soviet presidents motivations were somewhat 
similar to Peter the Great's at the end of the seven- 
teenth century. 


THE NEW THINKING 


Ás the perestroika years proceeded into the late 
1980s, it became increasingly clear that the new 
thinkers' attacks on the traditional Soviet approach 
to foreign policy were aimed primarily at reduc- 
ing the impact of the military on Soviet security 
and foreign policy, and then by logical extension 
ending the militarys lock on domestic economic 
resources. The Gorbachev team profitably used 
diplomatic success with the West to help support 
efforts to redefine Soviet security demands and so 
to justify reductions in defense spending. 

However, Gorbachev's failure consistent- 
ly to implement an effective set of economic 
reforms left him without the promised benefits of 
increased economic production and subsequent 
trade with and investment from the West. In fact, 
the very half-hearted measures toward economic 
reform effectively destroyed the previously inef- 
licient but functioning system. They helped 
reduce Soviet markets to chaos and the state to 
near bankruptcy. 

Russian history before the collapse of commu- 
nism reveals, in short, core continuities that formed 
organizing principles of domestic and foreign 
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policy from Muscovite to czarist to Soviet Russia. 


These deep grooves include highly centralized and ' 


unaccountable political authority, weak and often 
virtually nonexistent institutions of private proper- 
ty and rule of law, and a great power mentality that 
is deeply militarized as well as colored by messian- 
ism and xenophobia. Russia's experience of either 
being in or preparing for war for most of its history, 
coupled with its unique geography, engendered a 
highly territorially based sense of security This 
in turn drove Russias impulse to dominate near 
neighbors and to expand “buffer zones" against 
presumed and potential enemies. 

The revolution of 1991, led by Boris Yeltsin 
and his team of reformers, marked the most con- 
centrated and successful effort in Russias more 
than thousand-year history to break out of its 
traditional patrimonial and imperial paradigm. In 
retrospect, it seems remarkable that this effort has 
been as successful as it has been, given the disas- 
trous conditions at the starting point. The new 
Russia was effectively bankrupt. With the demise 
of the institutional glue 
of the Communist Party 
of the Soviet Union, state 
power and authority were 
gravely weakened. 

And probably most 
devastating was the inher- 
itance of an economic 








A security framework that would allow ' 
for Russia's special spheres of interest 
sounds straight out of the nineteenth 

century playbook of great powers. 





ers’ economic and foreign policy plans came 
under increasing political attacks. In the spring of 
1992; the Yeltsin administration's "shock therapy" 
approach was already in rapid retreat, even before 
much shock had been administered. 


PUTIN’S THERMIDOR 

Since Vladimir Putin became president in 2000, 
the more traditional themes that marked the con- 
tinuity between Russian czarist and Soviet foreign 
policy have gradually come to predominate. First 
is the virtual obsession with Russia’s status as 
a great power that both deserves respect and is 
entitled to “privileged relations” with its néigh- 
bors. Certainly the traditional sense of territorial 
security drives Moscow's approach to its neigh- 
bors, and control of or hegemony over vast swaths 
of territory remains a key factor in Russia's sense 
of what constitutes a great power. In addition, 
the recentralization of political and economic 
power has been cast as a security imperative. (The 
militarization of the Russian economy, a core link 
between czarist and Soviet 
domestic orders and their 
highly security-driven for- 
eign policies, has, so far, 
not taken place.) 

Russia’s extraordinary 
economic recovery since 
1999 has fueled its trans- 





system and infrastructure 
that for 70 years had been based on nonmarket 
principles, resulting in perhaps the greatest misal- 
location of resources in history. The late econo- 
mist Gregory Grossman captured the magnitude 
of this legacy in the 1980s when he described the 
Soviet economy as “negative value-added,” and 
suggested that, from an economic point of view, 
Russia would make better use of its resources by 
simply shutting down its entire misdeveloped 
industrial structure. | 
Yeltsin and his team were exuberantly opti- 
mistic, too optimistic as it turned out, about the 
future of Russian foreign policy and Russia's place 
in the world order. Immediately after being elected 
president in June 1991, Yeltsin came to the United 
States and formulated his vision of Russian- 
American relations based on common interests— 
for example, creating a “common political and 
economic system in the Northeastern hemisphere 
in which the United States and Russia would play 
a leading role." These dreams of deep partner- 
ship evaporated all too quickly as the reform- 


| formation from a reluctant 
follower in the 1990s to an obstructionist power 
with aspirations to revise the world order from 
unipolar to multipolar. The country’s recent eco- 
nomic setbacks, a consequence of global recession 
and declining oil prices, have not altered this per- 
spective as yet. 

Indeed, recovery from the. economic crisis 
of the 1990s is only part of Moscow' rather 
Darwinist outlook on the increasing tilt in the 
global economic balance of power toward large 
emerging-market economies and hydrocarbon 
producers—two categories in which Russia figures 
prominently. Thirty years ago when the Group of 
Seven was formed to manage the global economy, 
its member countries constituted more than 60 
percent of the world economy; today those coun- 
tries are no longer so dominant and account for 
only 40 percent. 

During the 1990s, President Bill Clinton and 
President Yeltsin believed that they shared the 
same Western values, which could be described 
as “market democracy.” Today, the Russian lead- 


co 


ership no longet subscribes to those values. The 
country’s capitalism pérsists but is increasingly 
becoming state capitalism, and political freedom 
in the Western sense.has been curtailed. : 

Given these changes in its perspective, Moscow 
was bound to reevaluate its interests in the 
international system. Then-President- Putin. did 
so starkly in his famous February 10, 2007, 
speech at the Wehrkunde Security Conference in 
Munich. He made essentially two points: first, 
that the United States was behaving irresponsibly 
in managing global affairs, and second, that the 
international system of American hegemony was 
evaporating and being replaced by genuine mul- 
tipolarity. Most commentary focused on the first 
point and missed the importance of the second, 
which Putin summarized: 


` 
Cam 


The combined GDP measured in purchasing , 
power parity of countries.such. as India and 
, China is already greater than that of the United , 
States. And a similar calculation with the GDP. 
of the BRIC countries (Brazil, Russia; India, and © 
China) surpasses the cumulative GDP of the EU. 
And according to experts this gap will only in- 
 creàse in the future: There is no reason to doubt - 
that the economic potential of the new cénters of 
global economic growth will inevitably be con- 
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verted into political influence ánd will strength- 
en multipolarity. 


Putin and his colleagues elaborated on-this 
theme in a seriés of important speeches in 2007, 
and the call for a “new international architecture" 
of global governance became a campaign thenie of 
the Russian parliamentary and presidential elec- 
toral cycle of 2007-08. 

Russians are right to point out that institu- 
tions of global governance are anachronistic 
and often ineffective. However, Russians' own 
capacity to contribute to a solution is less 
obvious because of their emotionally charged 
view of the past 20 years. The Kremlin consid- 
ers many ‘changes ` to thé international system 
since the late 1980s as illegitimate, because 
Russia was too weak to assert its positions. 
In its narrative the West—mainly the United 
States—took advantage of Russian weakness 
through NATO enlargemént in 1997, the bomb- 
ing of Yugoslavia in 1999, the abandonment. | 


of the Anti-Ballistic Missile Treaty in 2001, 


the endorsement of regime change (the *color 


revolutions”) on Russia's borders in 2003 and 


2004, the promotion of missile defense, and 


. the recognition of Kosovo in 2008. The Russian 
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elite sees these Western moves as detrimental to 
Russia’s national interests. 

Russian leaders see themselves as “realists,” 
and describe their foreign policy as pragmatic and 
driven by national interests. When they discuss 
international relations, they rarely talk of “pub- 
lic goods” or “norms,” and they receive US and 
European references to them ‘with cynicism or, 
more often, with defensive hostility about “dou- 
ble standards.” They view US efforts to promote 
American “values” as hypocritical justifications 
for the promotion of US interests—and, ultimately, 
US influence and hegemony. 

In place of norms and public goods, Russian 
leaders and political analysts frame their country’s 
international cooperation in terms of realpolitik 
bargains and “tradeofts” of interests. If the United 
States wants Russia to take a stronger position in 
isolating Iran, Washington is expected to compen- 
sate Moscow by ending NATO enlargement or, as 
was announced recently, halting missile defense 
plans for Central Europe. 

One of Russia's oft-repeated grievances is the US 
betrayal of a supposed "gentleman's agreement" 
between George H.W. Bush and Gorbachev in 
1990 to allow the unification of Germany as long 
as NATO would not deploy new bases on the terri- 
tory of former Warsaw Pact countries. US officials 


contest the Russian interpretation, thus illustrat- - 


ing the problem with such unwritten exchanges. 


THE MEDVEDEV DOCTRINE 

The Russian government holds one norm dear, 
that of national sovereignty—but it applies it very 
selectively. Russian policy is itself rife with double 
standards when it comes to the sovereignty of 
countries like Georgia and Ukraine. President 
Dmitri Medvedev made this eminently clear in his 
September 2008 remarks on Russian television 
presenting the five principles that would guide his 
country’s foreign policy: 


First, Russia will comply in full with all of the 
provisions of international law regarding rela- 
tions between civilized countries. 


Second, Russia believes in the need for a mul- 
tipolat world and considers that domination by 

one country is unacceptable, no matter which 
country this may be. 


Third, we are naturally interested in developing . 
- full and friendly relations with all countries— 
with Europe, Asia, the United States, Africa, with 


all countries in the world. These relations will be 
as close as our partners are ready for. 


Fourth, 1 see protecting the lives and dignity of 
Russian citizens, wherever they may be, as an in- 
disputable priority for our country, and this is 
one of our foreign policy priorities. 


Fifth, I think that, like any other country, Rus- 
sia pays special attention to particular regions, 
regions in which it has privileged interests. We 
will build special relations with the countries 
in these regions, friendly relations for the long- 
term period. | 


Westernanalystsinterpreted Medvedev's speech 
as aiming at a diminished role for NATO and the 
Organization for Security and Cooperation in 
Europe. But his formulation, which analysts have 
dubbed “the Medvedev Doctrine,” is also a.strik- 
ing contrast with the idealistic universalism that 
marked Gorbachevs “new political thinking" 
of the late Soviet period. And it bears a strong 
resemblance to traditional “realist” balance-of- 
power thinking. 

A European security framework that would 
allow for Russia's "privileged relations" with neigh- 
bors and special spheres of interest sounds straight 
out of the nineteenth century playbook of great 
powers, including the American Monroe Doctrine, 
which justified the United States' repeated viola- 
tions of the sovereignty of its neighbors. Such 
anachronistic notions are nonstarters in twenty- 
first century Europe, where the trend is toward 
common and cooperative security institutions. 

An even more fundamental contradiction exists 
between Russias domestic goals for economic 
growth and its increasingly belligerent insistence 
on hyper-sovereignty. Russia is more integrated 
today in the global economy than it has ever been. 
However, as its ambitious strategic economic 
goals for 2020 make clear, the best-case growth 
scenarios for Russia require much deeper integra- 
tion with the West—first and foremost Europe, 
but also the United States and Japan. 

These partners are far more important to Russia 
for trade, investment, technology and manage- 
ment transfer than are the Commonwealth of 
Independent States, China, Iran, Venezuela, and 
the rest of the world. Yet, despite Russia's deepen- 
ing economic integration and the imperative for 
more such integration, Moscow’s political ties with 
the West have been worsening in recent years. This 
is an unsustainable contradiction that runs coun- 
ter to Russia’s national interests. a 





“Recent events have made Moscow’s attempts to 
control seem no longer feasible or cost-effective. 
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Behind the Central Asian Curtain: 
the Limits of Russia’s Resurgence 


ALEXANDER COOLEY 


he August 2008 Russia-Georgia. war pro- 

duced a wave of international media com- 

mentary about Russia’s resurgence as the 
dominant actor in Eurasia. Moscow’s military 
campaign, once it had routed the Georgian army 
and consolidated Russia’s control over the break- 
away. territories of Abkhazia and South Ossetia, 
drew only a tepid response from a divided West. 
The Georgia war, coupled with Russia’s high- 
profile rise as a self-styled energy superpower, 
seemingly marked a new era of Russian confi- 
dence and assertiveness. 

This resurgence in Russian power seemed 
to extend: beyond Georgia, to -Central Asia. 
During a February 2009 visit to Moscow, Kyrgyz 
President Kurmanbek Bakiyev announced at a 
joint news conference with Russian President 
Dmitri Medvedev that he would close the US 
military air base at Manas. The air base—near 
Bishkek, Kyrgyzstans capital—plays a pivotal 
role in supplying US-led military operations in 
Afghanistan. 

Bakiyev made the announcement just as Russia 
unveiled a $2 billion economic package to help 
Kyrgyzstan cope with the global financial crisis. 
No official quid pro quo was acknowledged, but 
most:saw Moscow's hand behind Bakiyev's deci- 
sion to close the base. Once again Russia had used 
its regional influence to block Western interests— 
at least for a while—dealing the new US admin- 
istration an ill-timed blow to its Afghanistan 
operations. 
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lege, Columbia University, and an Open Society fellow. He is 
the author of Base Politics: Democratic Change and the US 
Military Overseas (Cornell University Press, 2008) and coau- 
thor, with Hendrik Spruyt, of Contracting States: Sovereign 
Transfers in International Relations (Princeton University 
Press, 2009). 
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It is tempting to conclude from selected, dra- 
matic events such as these that Russian influ- 
ence in Eurasia is, indeed, resurgent. On closer 
inspection, however, this narrative fails to cap- 
ture important structural limits on Moscow’s 
actions, as well as unintended consequences that 
its regional interventions can create. Although 
Russia will continue to be a vitally important 
player in Central Asia, the events of the past year 
suggest that Moscow’ efforts to maintain regional 
hegemony will become increasingly difficult and 
costly. i 

Despite Russias numerous levers of influence, 
its recent policy in Central Asia has been more 
reactive than strategic. Moscow’ actions seem 
opportunistic and tactical, and they are frequently 
driven by a desire to theatrically counter Western 
influence in the region, rather than to position 
Russia to better manage the rapid changes cur- 
rently under way. 

As political developments surrounding the 
Manas Air Base eventually demonstrated, the 
Central Asian states themselves (the former Soviet 
republics of Kazakhstan, Kyrgyzstan, Tajikistan, 
Turkmenistan, and Uzbekistan) are pursuing a 
multi-vector diplomacy: They pragmatically culti- 
vate their strong ties to Russia but at the same time 
strengthen cooperation with China and maintain 
openness to the West. What some have described 
as Russia's resurgence in Central Asia now appears 
more akin to a rearguard action. 


LEVERS OF INFLUENCE 

When analyzing Russia’s interventions in 
Central Asia, it is important to distinguish between 
Russia's strategy, which in some respects is want- 
ing, and its considerable capacity to project power 
across the region. Moscow continues to control a 
number of critical levers, many of which will not 
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be matched or undermined by competing regional 
powers any time soon. 

In terms of security ties, the Central Asian coun- 
tries remain firmly within the Russian orbit. With 
the exception of Turkmenistan, all five nations in 
the region are members of the Russian-dominated 
Collective Security Treaty Organization. Tajikistan 
and Kyrgyzstan also host Russian military facili- 
ties and troops. All: of the Central Asian states 
retain close and cooperative ties with Russia's 
internal security and intelligence services, and 
these ties have been strengthened since Western- 
supported “color revolutions” swept through 
Georgia, Ukraine, and Kyrgyzstan. 

Economically, Russia remains a leading player 
in Central Asia and is the region’s largest single 
trading partner. In 2007,-before the onset of the 
global recession, Central Asia’s annual trade with 
Russia totaled over $21 billion, compared to $14 
billion with China and $7 billion with Germany. 
Russian energy companies are particularly active 
in the region, and Moscow still controls most of 
the area’s energy pipelines and 
its distribution infrastructure. 

Moreover, since the start 
of this decade, an estimated 
3 to 5 million Central Asian 
migrants have gone to Russia 
to find work in the country’s : 
construction and services sec- 
tors. According to estimates 
by international financial institutions, overseas 
remittances in 2008—the overwhelming major- 
ity of which originated in Russia—constituted 
35 percent to 45 percent of Tajikistan’s GDP, and 
25 percent to 35 percent of Kyrgyzstan’s. Thus, 
Moscow’s ability to restrict the activities and legal 
status of these migrants represents a significant 
political lever over the Central Asian sending 
states, all the more so because the global eco- 
nomic downturn. has adversely affected migrant- 
dominated economic sectors. 

Regional public opinion toward Russia remains 
generally positive, with most Central Asians 
regarding Russia as a privileged partner rather 
than a former colonizer. Russia supports Russian- 
language programming on television and radio 
and maintains cultural centers and educational 
institutions in the region. Polls regarding Central 
Asian attitudes toward other countries consistent- 
ly find Russia viewed far more favorably than the 
United States, the European Union, or China. And 
according to a Gallup survey in November 2008, 








The dynamics of the 
Russia—United States—China 
triangle in Central Asia are 
now starting to take shape. 


strong majorities in the region hold favorable 
views of the Russian language and view speak- 
ing it as a desirable professional skill. In sum, 
Russia continues to maintain an impressive, and 
unmatched, network of security, economic, and 
social ties with the Central Asian states. 


THE POLITICS OF NONINTERFERENCE 


One of Moscow’s most important mechanisms 
of influence in recent years has been to strong- 
ly back regional governments against perceived 
Western-led attempts to democratize them and 
impose Western-style political and economic con- 
ditions. The aftermath of the Western-backed 
color revolutions (Georgias Rose Revolution in 
2003, Ukraine’s Orange Revolution in 2004, and 
Kyrgyzstan’s Tulip Revolution in 2005) provided 
Russia with a significant political opening in 
Eurasia. Moscow successfully painted . Western 
political activities in the region as unwanted 
political interference in domestic affairs and a 
potential security threat to these regimes. Russian 
leader Vladimir Putin's notion 
of “sovereign democracy” 
found strong support among 
the Central Asian govern- 
ments, which have steadily 
restricted the activities of local 
civil society, the media, and 
transnational nongovernmen- 
tal organizations. 

The Central Asian states also have backed 
Russias campaign to curtail the election- 
monitoring activities of the Organization for 
Security and Cooperation in Europe (OSCE). The 
OSCE’s Office for Democratic Institutions and 
Human Rights has since the mid-1990s conduct- 
ed the largest monitoring missions in the post- 
communist space. At an OSCE summit in 2007, 
Russia threatened to withhold funds from the 
organization and proposed a number of reforms 
that would dilute its election-monitoring work. 
The proposals included allowing host govern- 
ments to exercise a veto over the appointment of 
a monitoring missions director, limiting observer 
missions to just 50 people, and mandating that a 
mission issue its recommendations in direct con- 
sultation with—and with the approval of—host 
governments. 

By the time of the Georgia War, Moscow had 
effectively cast itself as an active supporter of 
Central Asian states' sovereignty against exter- 
nal, particularly Western, political meddling. In 


fact, the Georgian government of pro-Western 
President Mikheil Saakashvili was itself viewed by 
Central Asian governments as an American politi- 
cal client born of Washington’s direct intervention 
in Georgia’s political affairs. 

It was quite unexpected, then, when the 
Georgian War actually undermined Moscow’s role 
as a sovereign guarantor. It did so in two criti- 
cal ways. ‘First, Moscow's distribution of Russian 
passports to citizens of the Georgian breakaway 
territories of Abkhazia and South Ossetia (a distri- 
bution that had accelerated before the war), along 
with Moscow’s invocation of a unilateral right to 
defend militarily the rights of Russian citizens 
everywhere, sent alarm bells ringing across the 
region. Aiter all, the Central Asian states, espe- 
cially Kazakhstan and Kyrgyzstan, still host large 
Russian and Russian-speaking communities. The 
prospect of Russia distributing passports in an 
unregulated fashion clearly clashes with Central 
Asian governments’ sovereign authority. 

Second, Moscow’s decision to recognize the 
independence of Abkhazia and South Ossetia 
heightened concerns among all the Central Asian 
states about the basic inviolability of post- 
Soviet political borders. In fact, four of the five 
Central Asian states are members of the Shanghai 
Cooperation Organization (SCO), also comprised 
of China and Russia, which since its founding 
has focused on maintaining the sanctity of state 
borders and eradicating the so-called “evil” of 
separatism in Central Asia. 

Thus, when President Medvedev went to -the 
August 2008 SCO summit in Dushanbe, Tajikistan’s 
capital, to secure international recognition for 
Abkhazia and South Ossetia’s independence, the 
Central Asian states—under China’s direction— 
firmly refused. Their leaders feared that any rec- 
ognition of separatist territories in the Caucasus 
could prove destabilizing elsewhere in Eurasia. 

As events in the western Chinese province of 
Xinjiang some months later underscored, China 
views the preservation of its territorial integrity as 
its utmost national priority. Under no circumstanc- 
es would Beijing acquiesce to conferring legitima- 
cy on separatist political entities. In Dushanbe, as 
a result, Moscow was publicly rebuffed according 
to the very same doctrine of sovereign noninterfer- 
ence that it had promoted in prior years. 


ECONOMIC STRAINS 


Meanwhile, the global financial crisis and the 
subsequent global recession have eroded Russia’s 
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standing as the dominant economic player in 
Central Asia. The Russian economy was one of the 
most severely affected at the onset of the crisis, as 
a collapse in energy and commodity prices blew 
a hole in the governments budget and sent the 
stock market tumbling by 70 percent. Moscow has 
burned through over $100 billion of its accumu- 
lated hard currency reserves, and many of its firms 
and banks face mounting external debts. 

The crisis also has revealed that many of Russias 
high-profile investments and contracts in Central 
Asia are motivated primarily by politics and may 
not be economically sustainable. Nowhere is 
this more evident than in the energy sector—in 
particular, in Russia's dispute with Turkmenistan 
regarding gas prices. In 2007, when Russia and 
Turkmenistan concluded a new deal for Russia to 
buy and transport Turkmenistans gas, Moscow 
seemed to have locked the Central Asian country 
into its distribution network for the foreseeable 
future. But the financial crisis wreaked havoc with 
Russia's energy-based foreign policy. 

Not only did energy prices fall sharply on 
world markets, but global 
energy demand, includ- 
ing European demand, also 
declined. By the spring of : 
2009, Gazprom found itself 
committed to purchasing 
unneeded natural gas from 
Turkmenistan for the princely sum of $300 per 
1,000 cubic meters. At that price the Russian 
energy giant was losing money on its Turkmen 
contract. 

On April 9, 2009, an explosion along the 
main Turkmen-Russian gas pipeline, which the 
Turkmen side claims was caused by Russia sud- 
denly reducing Turkmen gas volume, plunged rela- 
tions between the countries into crisis. Whether 
Russia deliberately caused the explosion is still 
unclear, but Turkmenistan’s gas trade with Russia 
was abruptly halted, resulting in Turkmenistan's 
losing an estimated $1 billion worth of monthly 
revenues. 

Afterwards, Turkmenistan conducted a high- 
profile search for alternative partners to use as 
leverage in its bargaining with Moscow. In May, 
Ashgabat even declared that it would be ready 
to supply Turkmen gas to the Nabucco pipeline, 
the costly and high-profile project, opposed by 
Moscow, that is designed to bring Caspian and 
Middle Eastern gas to Europe while bypassing 
Russian territory. 


The potential for some sort of state 
failure in Central Asia is increasing. 


Moscow in the spring of 2009 also had a public 
economic spat with Tajikistan, this one over alleg- 
edly unfulfilled investment commitments. Under 
pressure from the economic crisis, Tajik President 
Emomali Rahmon demanded that Russia deliver 
on promises it had made in 2004, as part of a 
bilateral basing and security accord, to provide $2 
billion worth of investments in Tajik hydroelectric 
projects and infrastructure development. 

Rahmon was particularly upset that the Russian 
company Rusal had not followed through and 
invested in the massive Rogun hydroelectric plant, 
and the Tajik president indicated that he would 
seek alternative partners to provide the required 
billions for the project. Some analysts have inter- 
preted recent overtures by Tajikistan to the United 
States and NATO as an attempt to use Western 
security cooperation as leverage to force Moscow 
to make good on its investment commitments. 


HEDGING BETS 

Even if Moscow could commit resources at the 
level demanded by its Central Asian partners, it 
would still face two impor- 
tant structural impediments 
to its attempts to secure 
regional supremacy. 

First, Moscow's diploma- 
cy of influence, especially 
its energy politics, itself 
seems to be driving the Central Asian countries 
to seek alternative partners in order to hedge their 
bets and leverage their relations with Russia. All 
of the Central Asian states remain wary of Russia’s 
monopolizing their foreign relations, in terms of 
both economic and security ties. Meanwhile, it is 
now clear that Beijing is increasing its role as an 
alternative source of partnership and economic 
patronage. 

In the Turkmen case, Ashgabat has continued 
to expand its energy cooperation with China. 
Additionally, in the summer of 2009, Turkmenistan 
announced plans to expand its gas supplies to 
Iran, and it concluded an oil and gas exploration 
agreement for its Caspian shore with Germany's 
energy company RWE. 

Turkmenistan’s diversification strategy is 
echoed in Kazakhstan. Astana seeks to gain 
alternative energy sources and new customers 
from the Turkmenistan-China pipeline. In July 
2009 Kazakhstan announced completion of a 
1,300-kilometer segment of a pipeline that tra- 
verses Kazakh territory and will carry western 


Kazakh gas and supply Kazakh industries in the 
south. Also in July 2009, ‘the third and final seg- 
ment of the 1,800-kilometer China-Kazakhstan 
oil pipeline, running from Atyrau in Kazakhstan 
to Alashankou in China's Xinjiang region, was 
completed, allowing China direct access to oil 
production from Kazakhstan's western fields. 
Multi-vectorism"has also characterized the for- 
eign policy orientations of the other Central Asian 
states, as they have used security cooperation with 
the West for their economic benefit. Following 
 Kygyzstans initial Manas eviction announcement, 
Uzbekistan moved quickly to conclude an array 
of supply and transit contracts with the United 
' States -and its allies. The most noteworthy, and 
legally creative, of these is Uzbekistan’s commer- 
cial contract with Korean Air.to supply US forces 
in Afghanistan through.a renovated cargo airport 
at Navoi. As a commercial contract with a third- 
party intermediary, the deal avoids any direct US 
military basing on Uzbek soil. Yet the net result is 
clearly a rebuilding of the US-Uzbek ties that had 
been badly disrupted after Tashkent evicted the 


United States from its base at Karshi-Khanabad i in . 


the summer of 2005. 
With the spring 2009 signing ‘of a US- tran- 
sit agreement with Tajikistan and an ongoing 
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refueling and -supply accord with Turkmenistan, 
cooperation with the American military is now. 
an important economic, if not military, source of 
partnership for all of the Central Asian states. 


TAKING SIDES 

' Along with having to cope with the Central 
Asian practice. of strategic multi-vectorism, 
Moscow. faces a second impediment to regional 
hegemony: Russia's interventions in Central.Asia 
run the risk of entangling it in local conflicts 
and disputes. For instance, regarding the politi- 
cally thorny: issue of regional water management, : 
Russia must carefully thread the needle between 
reassuring Central Asia’s most significant power, 
Uzbekistan, and safeguarding its own hydroelec- 
tric investments in Kyrgyzstan and Tajikistan. 

On a visit to Uzbekistan in January 2009, 
President Medvedev stated that Russian invest- 
ments in: major hydroelectric power stations in 
neighboring Kyrgyzstan and Tajikistan would go 
ahead only after the interests of all states in the 
region on the water issue had been adequately 
addressed. The Russian president’s remarks were 
greeted ‘with shock in Bishkek and Dushanbe. 
His comments seemed to signal a:shift away from 
Russia’s previous position of unequivocally sup- 
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porting the construction of hydroelectric power 
projects in these upstream countries. 

The dam-construction issue is particularly sen- 
sitive for Uzbekistan, which fears that it could lose 
access to the water resources that it requires for its 
large-scale irrigation and cotton cultivation. Just a 
few months before, in the fall of 2008, Uzbekistan 
had withdrawn from the Eurasian Economic 
Community in protest against a deal reached by 
Kazakhstan, Kyrgyzstan, and Tajikistan to provide 
reciprocal supplies of coal, oil, and water. The 
water dispute is now the most significant source 
of potential interstate conflict in the region. Over 
the winter, there were even reports of Uzbek secu- 
rity forces crossing the border into Kyrgyz villages 
near the hydroelectric power sites. 

In principle, Russia sees itself as playing a con- 
structive role and even brokering a future regional 
solution to water management disputes. In prac- 
tice, however, tensions over water are escalating, 
not receding, as upstream and downstream coun- 
tries now view the issue in stark zero-sum terms. 
No evidence exists, moreover, to suggest that the 
parties involved would necessarily accept Russian 
arbitration as either neutral or credible. 


THE MANAS DEBACLE 

The evolution of negotiations over the status 
of the air base in Manas, Kyrgyzstan, which is 
used by the US-led coalition, illustrates many of 
Russia’s constraints and strategic challenges. In 
early February 2009, when. President Bakiyev 
announced that the small Central Asian state had 
taken the decision to close the US air base, the 
move was widely perceived as an important vic- 
tory for Russia in rolling back American influence 
in Central Asia. 

Neither Russia nor Kyrgyzstan acknowledged 
any formal link between a Russian pledge to 
provide the cash-strapped state with emergen- 
cy financing and the status of the US base. 
But by offering Kyrgyzstan a $2 billion package 
in short-term financing and investments in its 
Kambarata hydroelectric power project, Moscow 
had seemingly seized an opportunity presented 
by Kyrgyzstan’s economic problems to leverage 
its influence and emphasize to ‘Washington that 
it could control access to Afghanistan’s northern 
transit routes. 

Subsequent events, however, revealed that the 
Central Asian state retained considerable capacity 
to play the United States and Russia against one 


another for its own short-term economic advan- . 


tage. Negotiations between the Kyrgyz and US sides 
continued throughout the spring of 2009, and a 
final deal was concluded just a few days after the 
Kyrgyz government had secured $350 million in 
payments from Russia. The formal announcement 
of the new deal—which tripled to $60 million the 
annual rent paid by the United States, and reclas- 
sified the military base as a “transit center”—was 
delayed until late June, by which time Moscow had 
little choice but to publicly support the new agree- 
ment as Kyrgyzstans “sovereign right.” 

In fact, with several of the Central Asian states 
concluding new transit or logistical support deals 
with the United States, Moscow itself has aban- 
doned, for now, its attempts to block Washington's 
access to the Central Asia supply routes. Instead, at 
a Moscow summit meeting in early July, Medvedev 
and US President Barack Obama announced a 
new bilateral accord that would allow the transit 
of American weapons and lethal cargo through 
Russian territory and airspace. 

The Manas deal, besides provoking a high- 
profile bidding war with the United States, has 
created other potential regional headaches for 
Russia. Ás an equal partner in the construction 
of Kyrgyzstans Kambarata hydroelectric power 
plant, Moscow now has a major stake in a proj- 
ect plagued by poor governance, and one whose 
economic viability remains in doubt. Moreover, 
Russias 50 percent equity share in the project 
is likely to increase once the Kyrgyz side, as is 
expected, falls behind on its financing commit- 
ments. Thus Russia has firmly allied itself with 
Kyrgyzstan against Uzbekistan’s vehement objec- 
tions over Kambarata's construction. 

In response to Kyrgyzstan’s apparent double- 
crossing over Manas, Russian Defense Minister 
Anatoly Serdyukov and Deputy Prime Minister 
Igor Sechin were dispatched to Bishkek in early 
July Shortly thereafter, Moscow announced it 
would open a second military base in Kyrgyzstan, 
in the southern Osh district, to be used by the 
Collective Security Treaty Organizations rapid 
response forces. Although Kyrgyz officials suggest- 
ed that the new base is needed in the fight against 
growing extremist activity in the Ferghana Valley, 
the timing of the measure seems to suggest that the 
new base represents, at least in part, a concession 
by Bishkek to Moscow for the Manas fiasco. 

However, as with many of its other actions in 
Central Asia, Moscow’s decision to open a second 
Kyrgyz base seems rushed and potentially fraught 
with unintended consequences. It remains unclear 


what, if any, additional regional influence this sec- 
ond base will actually grant Russia. Also, a future 
military presence in Ferghana risks becoming a 
magnet and target for local militant actions. 

The hasty announcement, moreover, has great- 
ly angered Uzbekistan, which insists it was not 
consulted on the issue. Tashkent worries about 
the presence of a Russian-led military on its 
doorstep in southern Kyrgyzstan. Some Uzbek 
planners are even concerned that, in the event of 
an escalating conflict over water or other regional 
disputes, the new base would allow Russia to sup- 
port Kyrgyzstan militarily. Establishing a Russian 
military base in southern Kyrgyzstan is likely 
to increase Uzbek anxieties regarding Moscow's 
intentions as much as it will offer Russia an addi- 
tional lever of influence in the region. 


BEIJING ON THE RISE 

On top of all this, Russian influence in Central 
Asia now faces its most significant -geopolitical 
challenge since the former Soviet republics gained 
independence. And this competition comes not 
from the’ West, with which 
Russia has been so preoccu- 
pied, but from the East. For 
` much of this decade, Russia 
and China have pursued a 
strategic partnership, includ- 
ing their development of the 
SCO, in an attempt to limit . 
Western influence in the region and to secure the 
area from transnational threats. But it is now clear 
that, as a result of China's recent massive invest- 
ments in Central Asia, Russia-China relations in 
the region will be characterized by competition as 
well as by collaboration. 

China's recent moves to secure access to Central 
Asian energy are particularly noteworthy, as is 
the impressive scale of these new investments. 
In May 2009, as Russia-Turkmenistan tensions 
escalated as a result of the pipeline explosion, 
China announced that it would lend Turkmengaz 
$4 billion to develop the South Yoloten gas field. 
Meanwhile, the current Turkmenistan-China pipe- 
line, scheduled for completion at the end of 2009, 
will be expanded to provide to China 40 billion 
cubic meters (bcm) of gas per year, up from a pre- 
viously planned 30 bcm. 

From Gazproms perspective, this pipeline rep- 
resents Turkmenistan’s first major alternative to 
the Russian-controlled Soviet-era gas distribution 
network. While Russia and some Western states 


Russia’s recent policy in 
Central Asia has been more 
reactive.than strategic. 
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have fought behind the scenes over the construc- 
tion of future gas pipelines to Europe, China has 
steadily worked to complete construction of the 
massive 7,000-kilometer project that will send 
Turkmen gas eastward on a scale approaching the 
40 to 50 bcm that Turkmenistan has annually sup- 
plied to Russia over recent years. Ashgabat insists 
it has enough gas reserves to supply all of these 
standing and new contractual. commitments. 

Elsewhere in Central Asia, Beijing has used 
the financial crisis as an. opportunity to provide 
emergency financing to states in exchange for 
acquiring investments in key energy sectors. In 
April, Kazakhstan and China announced a $10 
billion package that included a $5 billion loan 
by China Exim Bank to the Development Bank 
of Kazakhstan and a $5 billion investment by the 
China National Petroleum Corporation in the 
state company KazMunaiGas. 

Chinese companies have also concluded an 
array of new investment deals with Tajikistan, 
including a commitment by  Sinohydro 
Corporation to build hydroelectric power sta- 

tions at Yovon and Nurobod, 
along with a transmission 
line to the town of Panjakent. 
China's strategic goal is to use 
these projects to supply cheap 
electricity to Xinjiang and its 
energy-intensive industrial 
base. Further investments in 
Tajikistan infrastructure will assist the forg- 
ing of future linkages. At a time when Russia is 
stalling on financing the Rogun dam, Chinese 
investments and commitments in Tajikistan are 
approaching $3 billion: 


COMPETING AGENDAS 

‘Differences in Russias and China's national 
priorities are also reflected in how each power is 
now trying to shape the focus and regional agenda 
of the Shanghai Cooperation Organization. The 
SCO attracted concern among Western policy mak- 
ers when it declared, at its 2005 annual summit 
in Astana, that US military bases had served their 
purpose in Central Asia and should be put on a 
timetable for withdrawal. Just days later, the Uzbek 
government formally served notice to the United 
States to vacate its Karshi-Khanabad military facil- 
ity seemingly demonstrating that the SCO as a 
security organization had an anti-Western agenda. 

Yet, unlike Russia, China now is concerned 
that the organization will come to be identified 
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as an anti-Western security bloc. Beijing cer- 
tainly sees value in the security functions of the 
SCO that target the so-called three transnational 
“evils” within the Central Asian region—extrem- 
ism, terrorism, and separatism—especially in the 
wake of the recent political upheaval and vio- 
lence involving Uighurs in Xinjiang. But China 
also sees the SCO as a potential vehicle for playing 
some future role in Afghan reconstruction, pos- 
sibly in cooperation with the United States and 
NATO, and in general China remains reluctant to 
antagonize the West by identifying the organiza- 
tion as a counterweight to NATO. Even Russia 
has of late cooled on promoting the SCO as a 
security tool, preferring instead to promote the 
Collective Security Treaty Organization, which it 
effectively directs. 

Above all, China sees the SCO as a vehicle 
for promoting its economic interests in Central 
Asia and as a regional provider of public goods. 
Yet these economic aspirations for the. organiza- 
tion have been received with little enthusiasm 
by Russia. Moscow realizes that any meaningful 
regional economic integration will disproportion- 
ately benefit China’s more dynamic and competi- 
tive economy. Russia prefers to maintain its own 
set of bilateral ties and political bargains with the 
Central Asian governments, rather than channel 
them through a multilateral forum that it does not 
completely control. 

In fact, at the June 2009 SCO summit in 
Yekaterinburg, Russia blocked Chinese efforts to 
create an official SCO financial stabilization fund, 
arguing that legally it could not allocate funds to 
a multilateral lending institution without legis- 
lative authorization. Notwithstanding Moscow's 
objection, Beijing announced the creation of a $10 
billion fund for SCO members, a sum of money 
well beyond what Moscow or even international 
financial institutions can allocate for the region’s 
short-term financing needs. Beijing has signaled 
that it is willing to step in and provide large-scale 
investment and financial assistance in Central 
Asia, with or without Moscow’s acquiescence. 


NEW RULES OF. THE GAME 

For nearly two decades, Russia has been able 
to translate the economic and military ties with 
Central Asia that it inherited from the Soviet era 


into networks of influence. Maintaining these 
mechanisms of influence and regional monopo- 
lies, especially in the energy sector, was itself 
the driving logic behind Russian-Central Asian 
relations. But recent events have made Moscow's 
attempts to preserve its exclusive regional control 
seem no longer feasible or cost-effective. 

The dynamics of the Russia-United States- 
China triangle in Central Asia are now starting 
to take shape. China is clearly accelerating the 
promotion of its economic interests. The United 
States now sees Central Asia primarily as a set of 
countries to be stabilized, and when necessary 
economically placated, in the service of the mili- 
tary and reconstruction campaign in neighboring 
Afghanistan. The active promotion of human 
rights and democracy in the region is clearly not a 
priority of the Obama administration. 

By contrast, the Russian strategic vision for the 
region remains unclear. Certainly the so-called 
reset of US-Russia relations has alleviated, at least 
in the short term, some of the sense of geopolitical 
competition between Russia and the United States. 
But regardless, Russia must prioritize and formu-- 
late a positive agenda for the region, one that is 
not fixated on constantly countering Western 
power in Central Asia. 

To do this, Moscow may have to abandon its 
attempts to promote influence over the entire 
region—a task that is proving increasingly dif- 
ficult—in favor of more clearly privileging a set 
of selected client states. Shifting from a strategy 
of *unite and rule" to *divide and rule" would 
carry risks, but it would give Russia a sharper 
focus in the region and a more solid political plat- 
form from which to effectively counter the rise of 
regional competitors. | 

Meanwhile, all three interested great powers 
need to be concerned about current economic 
and social trends in Central Asia. As economic 
conditions deteriorate amid the global downturn, 
as remittances from the overseas labor force drop, 
and as regional militant groups reconstitute their 
transnational ties, the potential for some sort of 
state failure in Central Ásia is increasing. Such 
a scenario would not serve the interests of any 
of the regional powers and would only add to 
global worries about the instability of the greater 
Central Asian region. E 
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No Obituaries Yet for Capitalism in Russia 


SAMUEL CHARAP 


he global economic crisis devastated Rus- 

sias economy. With the exception of its 

neighbor Ukraine, Russia suffered perhaps 
more than any other emerging market. In addi- 
. tion to the credit cue and capital flight that oc- 
curred in practically all these 
markets, Russia was also hit 
by.a collapse in demand for 
its main export commodi- 
ties, in particular hydrocar- 
bons. When world oil prices dropped by more 
than half in the past ean Russia found itself in 
deep trouble. 
The statistics are grim. Gross domestic prod- 
uct (GDP) could drop by as much as 10 percent 
this year, after.a decade in which growth averaged 
nearly 7 percent annually. Industrial production has 
collapsed at an even steeper rate than it did during 
Russia’s 1998 economic meltdown. Unemployment 
has reached double digits, decimating the country’s 
nascent middle class. By the end of this year, over 
17 percent of the population, or 24.6 million people, 
will be living below subsistence level. In the first six 
months of 2009, foreign direct investment into Rus- 
sia plummeted 45 percent year-on-year, the steep- 
est drop on record. The stock market has tanked. 
The number of Russian billionaires has fallen to 32: 
from 110 just last year. And for the first time in 10 
years, the government this year will run a budget 
deficit—a whopping 7.5 percent of GDP. 

As the crisis gathered steam in the fall of 2008, 
observers predicted an incompetent government 
response and a new wave of property redistribu- 
tion in favor of.the state. A trend toward greater 
state control over the economy had already be- 
gun with the so-called “Yukos affair.” (The term 
refers to the government's assault on the oil giant 
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Yukos—including the arrest, trial, and conviction 
of the top shareholders of Yukos's parent company, 
Platon Lebedev and Mikhail Khodorkovsky, on 
fraud and tax evasion charges, and the eventual 
dismantlement of the company’s assets and their 
sale to state-controlled firms. The affair continues 
through the present day, as the imprisoned Leb- 
edev and Khodorkovsky stand trial a second time, 
this time on embezzlement charges.) Many sug- 
gested the trend toward state control would now 
become even mote severe. 

They predicted that entire sectors would be 
gobbled up by corrupt officials seeking to extract 
rents. The-heads of state-owned or state-controlled 
corporations, or tycoons with close connections to 
leadership, would receive direct government sup- 
port and would be empowered to take over other 
enterprises—this would represent a “soft” nation- 
alization of sorts. Many feared a reversal of the 
privatizations that had occurred in the 1990s, and 
a wholesale redistribution of assets from the pri- 
vate sector to the state or its agents. Some observ- 
ers even claimed that Russia was embarking on a 
path toward a new economic system, one com- 
pletely dominated by the state. 

These predictions have proved unfounded—at 
least thus far. Indeed, the governments program of 
anti-crisis policies has been relatively successful, es- 
pecially. in the financial sector. Few nationalizations 
have occurred, and.those that have taken place were 
essentially forced upon the state. To be sure, the 
governments response has been far from ideal: Pol- 
icy implementation in many cases has been terrible, 
and selective bailouts seem to have been driven by 
favoritism. But the Kremlin has not fundamentally 
altered the country's economic structure. The crisis 
has not put an end to Russia's market economy. 


THE INTERVENTION TREND 


While fears of radical state enlargement have 
not been realized since the crisis hit, the preceding 
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five years did in fact witness a shift toward sig- 
nificantly greater government intervention. The 
backdrop to this period of statist policy was the 
retrenchment of the government that occurred in 
the 1990s. In those years, Russian policy makers 
had sought to reduce the state's role to a minimum 
by liberalizing trade, limiting intervention in mar- 
kets, and embarking on what would become the 
largest privatization effort in world history. 

The results were far from perfect, as demon- 
strated most vividly by the so-called loans-for- 
shares privatization, in which the state essentially 
sold off its most valuable enterprises for a song. 
But the reforms did definitively prevent a return to 
the Soviet-era command economic model. A free 
market was created, flawed as it might have been. 
Then-President Vladimir Putin for the most part 
continued the liberalization trend in his first years 
in office—with the prominent exception of his 
handling of the military-industrial complex. When 
energy prices skyrocketed and budgetary receipts 


grew accordingly the government stowed away 


the new money in a stabilization fund instead of 
using it.on popular spend- 
ing projects that would have 
increased the state's role. 

The Yukos affair put an 
end to this trend. Indeed, it 
was a watershed: After the 
dismantling of Yukos the 
government became a cen- 
tral actor in Russia's eco- 
nomic life. The state asserted itself across wide 
areas of the marketplace, particularly in strategic 
sectors such as energy, aviation, shipbuilding, 
and banking. In the energy sector—in addition to 
the nationalization of Yukos and the acquisition 
of another oil major, Sibneft, by Gazprom—the 
state coerced international oil majors into selling 
to Gazprom their majority stakes in two large gas 
helds, Sakhalin and Kovytka. (By the time the eco- 
nomic crisis hit, the state controlled over 80 per- 
cent of gas production and over 40 percent of oil 
production.) The government consolidated major 
industries, including aviation and shipbuilding, 
into state-owned holding companies. In aviation, 
for example, the United Aircraft Corporation was 
created, bringing together the majority of Russian 
firms in the industry. A deputy prime minister 
chaired the new company's board. 

In this period a new form of enterprise, the state 
corporation, took on a major role in the Russian 
economy. These corporations, of which there are 


The-economic conditions that once 
allowed the Russian government 
to interfere in the market with 
impunity are a thing of the past. 


: now. seven, are technically state-owned and receive 


funds through the budget, but the government ex- 
ercises little oversight over their activities. One 
such corporation, Russian Technologies, which is 
chaired by a former KGB colleague of Putin’s, has 
vastly expanded its purview beyond its original 
military-industrial portfolio and has entered sec- 
tors such as automobiles and metals, consolidat- 
ing hundreds of eriterprises under its umbrella. 


GETTING IN LINE 

Overall, during the period following the Yukos 
affair, the public sector’s share in Russia’s mar- 
ket capitalization grew from approximately 20 
percent to more than 35 percent. Of the voting 
shares in Russia’s 20 largest enterprises, the state 
came to hold over 40 percent—compared with 
11 percent when Khodorkovsky and Lebedev 
were arrested in 2003. 

On the political level, the Yukos affair mue 
a transition from one model of state-business re- 
lations to another. Some have termed this new 
relationship "state corporatist,” with the govern- 
ment largely dictating the 
rules of the game to busi- 
ness. Russia's oligarchs lost 
their direct influence on 
policy making and were of- 
ten forced to conduct their 
commercial activities in ac- 
.cordance with government 
mandates. In 2006 then- 
Prime Minister Mikhail Fradkov summed up the 
government's new attitude in a question addressed 
to big business: “Are you ready to get in line?" 

Yet, despite this expansion. of the state's role, 
Russia remained a market economy—however 
flawed. Outside of strategic sectors, private enter- 
prises thrived. Even within strategic sectors, the 
government did not assert absolute control. The 
privately owned Lukoil remains the second largest 
oil producer, and TNK-BP, a joint venture between 
a Russian firm and BP, still operates. Yukoss de- 
mise did not lead to the downfall of all the Russian 
oligarchs, who largely maintained their positions 
as major actors in the private economy. For them, 
the major cost of the Yukos affair was that they 
were forced to pay their taxes in full and to under- 
write the informal expenditures expected of them 
by the government under the banner of “corporate 
social responsibility." 

In certain cases, the government even took 
steps toward liberalization. In: December 2005 


Gazprom lifted the so-called “ring fence” that had 
prevented foreign investors from buying shares in 
the firm directly.on the Russian market. Now 49.9 
percent of Gazprom is publicly traded, with a large 
proportion owned by nonresidents. Other state- 
controlled firms, such as Rosneft and the banking 
giant VIB, conducted initial public offerings on 
Western exchanges, and there are plans for partial 
privatization of some of the new state-controlled 
holdings, such as United Aircraft. Western com- 
panies and foreign multinationals still operate in 
Russia, despite major problems with corruption 
and inadequate rule of law. 


TIME TO WORRY 

When the economic crisis hit, a collective Cas- 
sandra emerged in the Western commentariat warn- 
ing that the Kremlin would use the crisis as a pretext 
to alter the economy fundamentally. In a widely dis- 
cussed article that appeared in Foreign Affairs this 
spring, the political scientist Ian Bremmer advanced 
a thesis about the impact of the economic crisis on 
the relationship between markets and states across 
the world, including in Russia. He asserted that the 
economic crisis would precipitate a new wave of 
state capitalism—a term he used to describe Rus- 
sia s economic system in the post-Yukos era. 
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In other words, the crisis would catalyze.even 
greater state control over the economy. The eco- 
nomic downturn would both provide opportuni- 
ties for factions in the government to extract great- 
er rents and spur social pressures that essentially 
would compel the state to push toward near-total 
control. Many other Russia watchers shared simi- 
lar opinions. Some warned of a “Yukos redux"— 
wherein.the authorities would use the crisis as an 
excuse to move beyond control of the economy's 
strategic sectors and establish a stranglehold on 
other areas. To date, however, that has not hap- 
pened. And Russia's crisis policies have proved a 
moderate success. 

In the tumultuous fall of 2008, the governments 
first task was to stabilize the banking and financial 
systems, which were near the point of implosion. 
Some regions experienced runs on banks, and a 
number.ot institutions stopped allowing withdraw- 
als. The chairman of Russia's central bank said that 
he expected between 50 and 70 banks to fail. At 
one point, the stock market was down 75 percent. 

Policy makers responded rapidly and on a mas- 
sive scale. Measures taken included: using the 
state-owned bank Vneshekonombank (VEB) to pur- 
chase shares in order to support the stock market; 
providing banks with subordinated loans to match 
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capital raised by shareholders; switching deposits 
from the central bank to commercial banks; inject- 
ing capital into the four major state-controlled or 
state-owned banks; offering private banks a wide 
array of liquidity facilities; and increasing deposit 
insurance. The state was also forced to bail out 
more than a dozen banks, but it nationalized only 
five—and these were on the verge of total collapse. 
Their failure could have caused a domino effect 
in the financial sector. To date, these measures 
have succeeded: No major institution has failed, 
and the localized runs on banks stopped soon af- 
ter they started. The barter and nonpayments that 
were prevalent during the 1990s did not return. 

Once the banking and financial systems were 
stabilized, the governments next task was to pre- 
vent Russia's big businesses from collapsing under 
the weight of their massive debts. Russian firms 
had obtained an astonishing $500 billion in credit 
from international lenders in the years of plenty 
leading up to the crisis. When the crisis erupted, 
a $50 billion fund was established by the state- 
owned VEB (the board of 
which is chaired by Prime 
Minister Putin) to allow en- 
terprises to refinance their 
debt to foreign creditors. 
The bank put stringent 
conditions on the loans: It 
has the right to demand any 
collateral it sees fit; borrowers need permission to 
take out additional loans, launch new share issu- 
ances, or sell assets; and the bank can install its 
representatives on the boards of companies that 
receive loans. 

Because the borrowers were forced to offer large 
stakes in their firms as collateral, the VEB refinanc- 
ing program stoked fears of a nationalization cam- 
paign. For example, the metals companies Rusal 
and Evraz—both controlled by the oligarch Oleg 
Deripaska—took advantage of the VEB assistance. 
If Deripaska fails to repay his debts and VEB does 
not prolong or restructure the loans, the state 
could end up with a major stake in the metals sec- 
tor. Indeed, there has been discussion of consoli- 
dating various metals companies in order to form 
a national champion. 


GETTING REAL 

As the crisis spread from the financial sector 
to the real economy, the Russian government 
took further steps. It cut the corporate tax rate 
and introduced measures to stimulate production 





The government, in its response to 
the economic crisis, decided against 
taking the nationalization path. 


in the energy sector. It directly supported enter- 
prises deemed strategic, critical to the function- 
ing of a particular sector, or those located in one- 
company towns. This support has mostly come 
in the form of state guarantees for loans, credits 
from state banks, and government procurement 
programs. . 

In April 2009, the government passed a revised 
budget with stimulative measures such .as more 
aid for strategic sectors and major spending in- 
creases for defense, health care, and pensions. The 
government also provided incentives to banks to 
extend credit, and implemented measures to sup- 
port small and medium-size enterprises. Russia's 
planned fiscal stimulus for 2009-10 (excluding 
support to the financial sector) is, as a percentage 
of GDP relative to a 2007 baseline, the third largest 
to have been introduced in any Group of 20 coun- 
try, behind only Saudi Arabia and China’s. 

The central bank has also played a major role 
in the anti-crisis effort. When oil prices dropped 
precipitously in the fall of 2008 and internation- 
al investors pulled out of 
emerging markets, the ru- 
ble—which had strength- 
ened significantly during 
the pre-crisis period—came 
under new downward pres- 
sure. This forced the cen- 
tral bank to devote massive 
amounts of its currency reserves to keeping the 
ruble within its specified exchange rate “corri- 
dor." Beginning in November, the bank launched 
a gradual devaluation, allowing the ruble to de- 
preciate by more than 50 percent against the dol- 
lar compared to the July 2008 exchange rate. In 
so doing the bank spent tens of billions of dollars' 
worth of foreign currency reserves. 

The central bank has come under criticism for 
not allowing a sharp, one-off devaluation, and for 
sticking to its policy of maintaining a range of ac- 
ceptable exchange rates instead of letting the ruble 
float freely. Such policies would have avoided uti- 


. lizing the reserves to the same extent. But from a 


social and political point of view, the gradual de- 
valuation was a success. It prevented a destabiliza- 
tion of Russia's social order in a time of economic 
upheaval, and the populaces confidence in the 
government remained high. 

In an unprecedented step for the Russian bu- 
reaucracy, where traditions of secrecy dating from 
the Soviet era remain strong, the Kremlin in March 
2009 released the details of its anti-crisis program 


on the government’s website and in the official 
state newspaper. The program as published out- 
lined seven government priorities during the cri- 
sis: fulfilling the state’s social obligations; main- 
taining the country’s technological and industrial 
potential; stimulating domestic demand; fostering 
innovation and structural reform; improving the 
investment climate through institutional reform 
and deregulation; modernizing the financial and 
banking systems; and maintaining macroeconom- 
ic stability: The most recent revision, in June, also 
included a list of 123 measures to be taken before 
the end of this year. 


A STEP FORWARD 


Although it remains to be seen how much of the 
plan will be.implemented—and how many short- 
term moves associated with the plan will corre- 
spond to its long-term goals—such a program, in 
the Russian context, represents a step forward in 
terms of both its public nature and its strategic 
outlook. 

The anti-crisis plan explicitly rejects an expan- 
sion of the state’s role in the economy—and thus 
far the government has stuck to this principle. VEB 
cut off its lending facility after distributing only 
one-fifth of the $50 billion in the fund it had estab- 
lished. Other state lending mechanisms have been 
restricted as well. And the government urged state 
banks to roll over loans to domestic enterprises so 
they could avoid bankruptcy. VEB quickly followed 
suit, prolonging its loans to Rusal and Evraz for one 
year. Foreign banks have essentially done the same, 
issuing waivers to avoid defaults, since they cannot 
afford more writedowns on their balance sheets. 

True, the state (most often through a state- 
owned or state-controlled bank) has nationalized 
about 20 large enterprises. But unlike previous 
examples of nationalization, which often saw the 
government take over profitable firms at the com- 
manding heights of the economy, the companies 
acquired in this instance are likely to be more of a 
burden than a boon to their new owner. The na- 
tionalizations, outside of the banking sector, have 
included incomplete residential construction proj- 
ects, unexplored oil fields, and stakes in real estate 
development firms. 

Private businesses remain junior partners in the 
policy making process, but they do play a consul- 
tative role at a political level. Meetings between 
business associations and government leaders 
occur on a more or less regular basis; individual 
oligarchs are brought in for one-on-one consulta- 
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tions; and business representatives attend meet- 
ings of the governments anti-crisis commission. 
In short, there has been no repeat of the campaign 
of government intervention that began with the 
Yukos affair. 

The government, in its response to the economic 
crisis, decided against taking the nationalization 
path for several reasons. First, policy makers have 
little desire to take on the debts and liabilities of 
troubled firms. Second, policy makers worry that 
bankruptcies at major enterprises, and resulting 
changes in ownership and management, could pre- 
cipitate social unrest. They are especially wary of 
such problems in one-company towns, but more 
generally they recognize that state ownership is not 
always the solution to management problems. 

Third, the leadership appears to realize that it 
needs to change its approach to economic policy 
if future crises are to prove less severe than the 
current one. The economic conditions that once 
allowed the Russian government to interfere in the 
market with impunity are a thing of the past. Fol- 
lowing the Yukos affair, sky-high commodity pric- 
es ensured invesior interest in Russia despite the 
states intervention campaign. Now Russia must 
improve the investment climate to get funds flow- 
ing again. Indeed, without a boost in investment, 
the Russian economy is unlikely to recover in the 
medium term and has little chance at diversifica- 
tion. Although oil prices have risen recently, inves- 
tors today have little money to spend, and a new 
nationalization campaign would make them loath 
to spend. it in Russia. | 


CONFLICTING PRESSURES 

The fact that Russia has not launched a new 
nationalization campaign does not mean the state 
has taken a hands-off approach to the behavior of 
the countrys major enterprises. Sometimes the 
state has done just the opposite, most infamously 
in the town of Pikalevo, which depends heavily 
for its livelihood on a cement factory. When the 
company ceased production during the height of 
the economic crisis, residents took to the streets, 
blocking a major highway and demanding that Pu- 
tin personally intervene. 

And eventually he did. In a meeting that was 
broadcast on the evening news, Putin lashed out 
at local officials, federal ministers, and Deripaska 
(who owns the plant) for letting the situation get 
out of control. At one point Putin summoned Deri- 
paska to his seat, threw down a pen, and demand- 
ed he sign a contract to get the plant operating 
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again. (Putin has also insisted that executives at 
state-owned banks forgo their summer vacations, 
while President Dmitri Medvedev has decried the 
“corporate egoism” of private banks, evident in 
their failure to give out loans.) 

‘Some forces in the political elite are pushing 
for greater government control of the economy. 
Following the Pikalevo incident, the Duma in- 
troduced a‘bill that would have nationalized the 
enterprises in that town. Russia’s umbrella trade 
union has called for stepped-up intervention and 
state takeovers. Further, the government's relative- 
ly hands-off approach enjoys little support among 
the populace—over 80 percent of Russians are in 
favor of nationalizing major enterprises. 

For now, however, the government has not suc- 
cumbed to these forces. Given Russia’s highly cen- 
tralized political system, outside pressures on the 
executive branch have far less impact than they do 
in other countries. Of course, if the crisis contin- 
ues to cause social displacement, the state might 
have no choice but to take a more activist role. 
With the economy likely to recover slowly after 
this year’s potential double-digit contraction, and 
with inflation still over 10 percent, such a scenario 
is not far-fetched. l 

Furthermore, the governments anti-crisis poli- 
cies have not been flawless. Selective bailouts sug- 
gest government favoritism verging on outright 
corruption. Implementation of some policies has 
been a catastrophe: The decision making process 
essentially buckled under the weight of the huge 
number of initiatives called for by the government 
program. In the absence of strongly institutional- 
ized interagency processes, rent-seeking and graft 
have been rife. The legislation and government 
edicts meant to implement anti-crisis measures 
were badly written. Policies have often reflected 
the governments poor understanding of condi- 
tions in the economy. 


DIVERSIFICATION DEFERRED 


And while the government has not used the cri- 
sis to put an end to the free market, neither has 
it taken advantage of the crisis to modernize and 
diversify the country’s economy. Medvedev and 
Putin pay constant lip service to the notion that 
moving away from an economic model based sole- 
ly on commodity exports is the only way to ensure 
Russia’s long-term economic security, but few if 
any steps have been taken to translate these words 
into concrete policies. The structural reform agen- 
da has largely been stalled since 2003. The leader- 
ship even appears to be wavering in its desire for 
Russia to become a member of the World Trade 
Organization—a step that would significantly im- 
prove the environment for investors both foreign 
and domestic. 

Indeed, the climate for investment remains poor 
today, and the rule of law continues to be notable 
for its absence. Systemic corruption stifles eco- 
nomic growth and foreign investment, as vividly 
demonstrated by IKEA’s recent decision to discon- 
tinue its expansion in the Russian regions due to 
local officials’ demands for kickbacks and bribes. 
(IKEA eventually reversed its decision after Mos- 
cow, apparently shamed into action by extensive 
press coverage of the announcement, intervened.) 
Infrastructure bottlenecks, another impediment 
to growth, are not being addressed—funding for 
infrastructure, already low, has been cut in next 
years budget. 

But even though economic modernization re- 
mains a pipe dream, Russia has not abandoned the 
free market. The crisis created both opportunities 
and pressures to embark on a new nationalization 
campaign, yet the government so far has resisted 
that urge and appears determined to continue re- 
sisting it. The unique form of capitalism that de- 
veloped following the Yukos affair seems likely to 
survive the current economic upheaval. B 
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Rule of Law, SUN 


KATHRYN HENDLEY 


Imost without exception, Russia languish- 
. es near the bottom of indexes that pur- 
port to measure elements of the “rule of 
law" in countries around the world. Assessing 
the extent to which this contempt is deserved 
depends on how rule of law is defined. As the 
term-has become part of the global political lexi- 
con, its precise meaning has become increasingly 
opaque. Even so, the principle that law should 
apply in equal measure to everyone, irrespective 
of wealth or political clout, is generally accepted 
as the foundational principle of the rule of law. 
By. this standard, Russia falls short today. What 
is worse, the continuing behavior of Russia's 
public officials, as well as deeply set attitudes 
among ordinary Russians, offers little promise of 
improvement any time soon. 
Certainly Russias history provides little evi- 
dence of commitment to a universalistic view of 
law. Both the czars and thé Communist Party lead- 
ership routinely used law as a blunt instrument 
to advance their interests, enforcing it strictly 
against the powerless, but stretching it beyond 
recognition to accommodate themselves and their 
favorites. Laws were often written in the broadest 
terms possible.so as to give officials maximum 
flexibility. 

. Beginning with Soviet ieaie Mikhail 
Gorbachev's endorsement of a “rule-of-law—based 
state” (pravovoe gosudarstvo) at the outset of per- 
estroika, the Kremlin's rhetoric shifted. The lead- 
ers who have followed Gorbachev have likewise 
committed themselves to the goal of universalistic 
law. Vladimir Putin and Dmitri Medvedev, who 
like Gorbachev are legally trained, have both spo- 
ken bed of the importance of institutional- 
izing a “supremacy of law” (gospodstvo zakona). 
Sadly, their policies have often failed to match 
their rhetoric. | 

Much like their predecessors, these post- 
Soviet leaders have proved willing to counte- 
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nance the manipulation of law when it has been 
inconvenient to live up to the law. The Kremlin’s 
seemingly endless campaign against oil tycoon 
Mikhail Khodorkovsky and his company, Yukos, 
is only the most notorious example. Not only 
does such behavior demonstrate the shallow- 
ness of Russias commitment to the civil liber- 
ties. embodied in the country's constitution and 
criminal procedure code, but it also reveals the 
Kremlins lack of respect for the independence of 
the judicial branch. 

The ‘Kremlin’s brazen disregard al kzi nice- 
ties whenever the law threatens to cramp its style 
contributes to an “anything goes” legal culture 
in Russia. Human rights activists and journal- 
ists have beén murdered with seeming impunity. 
Business is riddled with corruption. To some 
extent, of course, this is nothing new. Finding 
creative ways to get around (oboiti) the law has 
long been the norm in Russia. Indeed, it was a 
critical coping mechanism in response to the 
perennial shortages of the Soviet era. 

In a pertect world, skirting the law would have 
become unnecessary with the end of state social- 
ism and, more importantly, unacceptable. But the 
chaotic nature of the transition only emboldened 
those who sought to circumvent legal constraints. 
The well-known adage in Russia, “It is forbidden, 
but if you really want.to do it, then go ahead” 
(eto nel’zya, no esli ochen’ khochetsya, to mozhno); 
captures this sentiment perfectly. So long as those 
who engage in extralegal behavior stay out of the 
way of those more powerful, the state has turned 
a blind eye. 


DUAL JUSTICE 

Most outside observers have assumed that all 
of these shortcomings add up to a legal system 
that is dysfunctional and virtually unusable. As 
usual, Russia confounds expectations. Over the 
past two decades, with surprisingly little fanfare, 
the legislative base and institutional infrastruc- 
ture of the Russian legal system have undergone 
a remarkable transformation. Citizens’ access 
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to the legal system has been enhanced through 
the introduction of justice-of-the-peace courts 
(mirovye sudy), which have absorbed the bulk of 
simple cases, freeing up other courts to devote 
attention to more complicated cases. Thanks to 
the internet, information about the substance 
of law and the activities of courts at all levels is 
increasingly transparent. 

Not coincidentally, Russians’ use of the courts 
has grown dramatically. The number of civil (non- 
criminal) cases has doubled over the past decade. 
But people’s use of the courts is savvy. Russians 
seek help from the courts when they encounter 
disputes with those who are similarly situated; 
they shy away from the courts when they tangle 
with anyone more powerful. 

The dual legal system that has evolved in 
Russia—in which the courts can be relied on to 
handle mundane cases, but are likely to bow to 
the will of the powerful in touchier cases—is a 
far cry from the rule-of-law-based state that was 
the initial goal. At the same time, it does PIOVIMS 
a small measure of the sort 
of predictability that lies 
at the- heart of the rule of 
law. In Russia's legal system 
an uneasy equilibrium is at 
play, one that has eluded the 
media and even many legal 
analysts. Russians have an 
innate sense of when to use the courts and when 
to avoid them. 


HOW THE FISH ROTS 

Even so, a more robust rule of law in Russia 
will require fundamental changes in attitudes 
and behavior on the part of both state and soci- 
ety. In my own research, when I have asked ordi- 
nary Russians how to fix their legal system, they 
often remind me of the proverb that “the fish rots 
from the head" (ryba gniyot golovy). To date, the 
political leadership has talked the talk, but has 
not walked the walk. The citizenry has grown 
weary of endless promises. The prescription 
for the Kremlin can be stated simply—the state 
and its bureaucrats need to obey the laws they 
impose on others. Ending the "anything goes" 
legal culture will not be easy. Solving problems 
by cutting corners and making side payments is 
deeply entrenched. ` 


For anything to change, Russians 
have to shake off their traditional 
passivity vis-a-vis the state. 


To outsiders, the anticorruption campaign 
announced by Medvedev when he became presi- 
dent may seem like a good first step toward reining 
in the state. But Russians have heard it all before. 
Those with long memories will recall that Putin 
likewise came to office with a pledge to break the 
stranglehold of corruption. To be fair, Medvedev 
has done more than pay lip service. He has acted 
to limit the discretion of local officials to demand 
repeated inspections of businesses (thereby giving 
them multiple opportunities to demand payoffs). 
He has ordered more oversight of the state pro- 
curement process. And he has pushed for fuller 
disclosure of state officials’ incomes and assets. 

However, the depth of the Kremlins com- 
mitment to rooting out corruption remains to 
be seen. Public opinion polling suggests that 
Russians are unconvinced of that commitment. In 
a February 2009 survey conducted by the Levada 
Center, most (53 percent) felt that Medvedev's 
initiative had made no difference. Indeed, 21 
percent believed corruption had worsened since 
his election. 

Enhancing the rule of 
law in Russia is not entire- 
ly a matter of state action. 
Medvedev has famously 
railed against the “legal 
nihilism” of Russian soci- 

. ety, but he has been slow 
to recognize that society is taking its cues from 
its leaders in its disregard of the law. For any- 
thing to change, Russians have to shake off their 
traditional passivity vis-a-vis the state. Human 
rights groups have taken an important step in this 
regard through their use of the European Court 
of Human Rights. The Strasbourg court has been 
swamped by Russian claims, most of which allege 
a failuré on the part of the state to live up to its 
obligations under the law. 

But this is an elite strategy; ordinary Russians 
know little of the European court. In my research, 
I have been struck by the unwillingness of the 
ordinary Russians with whom I have spoken to 
take on any responsibility for the condition of the 
legal system. It does not seem to occur to them 
that they could demand more from their political 
leaders. The weakness of civil society in Russia 
does not augur well for the development of a more 
robust rule of law. a 


BOOKS 


Seeing Russia Clearly 


WILLIAM W. FINAN JR. 


en the Soviet Union dissolved into 
Russia and 14 other independent coun- 
tries in 1991, the triumphalism that 


cascaded through the United States was particularly 
strong among a group of scholars and analysts who 
had made the study of the Soviet Union their life's 
Work. This faction, dominant among Soviet watch- 
ers, had always believed that communist rule was 
destined for failure from the moment the Bolsheviks 
seized power—that commu- 
nism carried within itself the 
seeds of its destruction. 

But when, and how? Some 
in the Soviet studies com- 
munity thought the collapse 
could be accelerated by exerting various pres- 
sures, be they military, economic, diplomatic, 
or ideological. Most, however, were willing to 
engage in watchful waiting. The Sovietology 
eschatologists were ever searching for a sign that 
the impending breakdown was about to begin. 

Stephen E Cohen, in Soviet Fates and Lost 
Alternatives, calls this evil-seed perspective the 
"original sin" view of the Soviet Union, an outlook 
founded on the Soviet Unions “aberrant founding 
ideology, the illegitimate way it came into being, 
or the crimes it then committed." For the scholars 
and observers who subscribed to this view, the 
"Soviet evil could end only with the system's total 
destruction into [as Berkeley's Martin Malia put it] 
‘economic and social rubble,’ a ‘victim of its own 
illegitimacy . . . its own murderousness.” 

Malia, who gained some fame in the waning 
days of the Soviet Union for his 1990 “z” article 
in Daedalus (a sad echo of the famous “x” article 
written by George Kennan, and one whose views 
Kennan would have rejected if asked), was of 
course not the only scholar to produce such 
rhetoric and find it accepted as analysis. Indeed, 
much of Soviet Fates is a skewering of those who 
believed they understood the empirical reality of 
the Soviet system yet based their assessments on 
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arguments that were essentialist, ethical, or teleo- 
logical (“End of History,” anyone?). Too many 
specialists saw the Soviet Union through a lens 
tinted by cold war politics—sometimes unknow- 
ingly, but more often because it was difficult to 
be a dispassionate observer for reasons political, 
professional, or, sometimes, financial. 

Cohen, a professor of politics at New York 
University who for many years taught at Princeton, 
is not interested so much in 
settling scores as in trying 
to understand why most of 
the field thought and believed 
what it did. Even more impor- 
tant for us today, Cohen seeks 
to understand the ways in which the old perspec- 
tive has infected our understanding of post-Soviet 
Russia under Boris Yeltsin and Vladimir Putin. 

Soviet Fates pivots on two central questions: 
Was the Soviet Union doomed to fail? And 
how did the West—the United States—“lose” the 
Russia that took its place? 

To the first question, Cohen says no. He suggests 
that the Sovietologist community, so immersed in 
its cold war and triumphalist mindset, made this 
answer a radical response. But would any disinter- 
ested observer disagree with it? Political systems 
are not engineered buildings, unable to respond 
to forces and pressures for which they were not 
designed. They are living, breathing organisms 
that do respond, or try to respond, as the Soviet 
system did under Mikhail Gorbachev (and as the 
Chinese have since Deng Xiaoping). 

Of course, a certain sequence of events began 
to spread shocks to the Soviet system and ulti- 
mately caused its collapse, and these events can be 
traced; but that is not the same thing as identify- 
ing some essential flaw in the Soviet system that 
led inevitably to its destruction. It was the will of 
a select political elite—specifically Gorbachev and 
Yeltsin—along with the actions they took, that 
brought about the system’s downfall. 

The second question—Who lost Russia?— 
contains a premise that some would reject: that 
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Russia indeed was someone’ to “lose.” Cohen 
admits that the issue smacks of the “who lost 
China” debate of the 1950s. As in China, Russia’s 
trajectory of political and economic ` develop- 
ments has never been solely or even mainly 
dependent on US actions or inactions. Cohen 
argues, however, that US foreign policy, begin- 
ning with the Clinton administration in 1993, 
set certain parameters that have caused the 
worlds second-largest nuclear weapons state to 
be marginalized if not trivialized by America in 
diplomatic terms. 

In this sense the United States has lost Russia, 
something that becomes clearer if Russian-US 
relations are compared to America’s relations with 
the People’s Republic of China. The United States 
has worked hard to enmesh Beijing in a web of 
international institutions and norms, while cor- 
responding actions and attitudes toward Russia 
reveal a very different mindset. Leninist China, 
for example, with great fanfare became a member 
of the World Trade Organization; Russia, with far 
less fanfare, became a member of the Group of 
Eight, but critics routinely recommend that it be 
cast out because of its authoritarian drift. 

Cohen ably fleshes out this different set of stan- 
dards regarding Russia. During the Clinton years, 
he points out, the United States labeled Yeltsin’s 
power grabs “democratic reforms,” since it found 
in Yeltsin a willing and subservient partner. But 
similar behavior by Putin was later regarded (cor- 
rectly, it should be noted) as “authoritarian.” 

It is true, as Cohen argues, that the United 
States has treated Moscow indifferently, or with 
the mindset of a cold war victor. This is espe- 
cially evident when it comes to the issue of NATO’s 
enlargement. Kennan—whose thinking has deeply 
influenced Cohen’s—also argued that bringing the 
former Soviet satellites and republics into NATO 
would be a grave error when the idea was first 
announced in the 1990s. 

Kennan’s understanding of the Russian state, 
both communist and postcommunist, has proved 
to have enormous currency over time. Cohen’s 
views should be given similar credence. His call 
for a new US policy that treats Moscow as a stra- 
tegic partner—a policy shorn of the triumphalist 
excesses of the Clinton years and the demoniza- 
tion or seeming indifference of the Bush years—is 
not grounded in any ideological agenda. It is a 
clearheaded yet impassioned plea to set on its 
proper track a relationship that is essential to 
global order in the twenty-first century. E 
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INTERNATIONAL 


European Union 

Aug. 13—Official data indicate that the EU economy contracted at 
an annualized rate of 1.2% in the 2nd quarter of the year, which 
represents a marked easing of the region’s economic slowdown. 
Within the euro zone, annualized GDP slowed at a rate of 
only 0.4% in the quarter, and small increases were recorded in 
France and Germany. 


AFGHANISTAN 

Aug. 1—The US-led military coalition in Afghanistan suffered 76 
fatalities ın July, the highest monthly total since the 2001 inva- 
sion of the country. 

Aug. 20—Afghanistan.holds a presidential election following a 
weeks-long Taliban-led campaign of rocket attacks on govern- 
ment buildings and suicide attacks. Voter turnout is low and 
reports of fraud are rampant. The tallying of votes is incomplete 
at months end. President Hamid Karzai is credited with win- 
ning more votes than his closest competitor, Abdullah Abdullah. 
However, fraud allegations are so widespread that the election's 

- legitimacy is in question, and it is unclear whether a runoff will 

` be held. 

Aug. 25—NATO deaths in Afghanistan have reached 295 on 
the year, the highest annual total since the invasion. 


COLOMBIA 
Aug. 18—Colombia and the US reach preliminary agreement on 
- & plan that will allow a larger US military presence in Colom- 
bia as part of an effort to combat narcotics trafficking and vio- 
lence by insurgents. Ten days later, the left-leaning leaders of 
' ' Bolivia, Ecuador, and Venezuela, attending a meeting alongside 


President Álvaro Uribe of Colombia, express strong objections 
to the deal. 


GABON 

Aug. 30— Gabon votes in a presidential icia: The declared 
winner is Ali Bongo, the son of the country’s deceased dictator. 
Bongo gains 42% of the vote compared to the 26% won by 
his closest rival, Andre Mba Obame. Bongo’ rivals dispute the 
outcome and looting erupts in the city of Port Gentil. 


IRAN | 

Aug. 28—The International Atomic Kiss Agency reports that 
Iran has recently decreased the number of centrifuges with 
which it is enriching uranium, but says the country could 
quickly return to the earlier, higher levels. The report also 

` characterizes evidence that Iran is developing nuclear weap- 
ons, rather than nuclear technology purely for peaceful pur- 
poses, as compelling. The report is likely to provoke increased 
efforts by some nations to pursue tougher sanctions against the 
Islamic Republic. 


IRAQ 
Aug. 19—In the worst incident of violence since US forces with- 
drew from Iraqi cities on June 30, at least 95 are killed and 600 
wounded in bombings near the foreign and finance ministries in 
` central Baghdad. The bombings cast renewed doubt on the Iraqi 
. governments ability.to provide security for the country, and 
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particularly on a recent decision by Prime Minister Nun Kamal 
al-Maliki to remove blast walls in the capital. 


JAPAN 

Aug. 16—Government data show that Japans economy expanded 
in the 2nd quarter of 2009 at an annualized rate of 3.796, thanks 
mostly to public spending and higher exports. Japan has been 
l of the countries ha-dest hit by the global recession, with its 
economy having contracted at an annualized rate of 11.796 in 
the 1st quarter of the year. 

Aug. 30—In a national election, the Democratic Bat of Japan 

.. (DPJ) wins 308 out cf 480 seats in the lower house of parlia- 
ment, the more powerful of the 2 chambers. The result is a 
resounding defeat for the Liberal Democratic Party (LDP), a con- 
servative party that had held power for 62 of the past 63 years. 
The new government is expected to pursue a somewhat more 
independent course vis-à-vis the US than has been the norm 
in postwar Japan, and perhaps to retreat from market-oriented 
reforms implemented over recent years by the LDP. The leader 
of the DPJ, Yukio Hazoyama, is set to become prime minister 
once a government is formed. 


KOREA, NORTH 

Aug. 4—A visit to North Korea by former US president Bill 
Clinton—the highest-level trip to that country by an Ameri- 
can since Secretary of State Madeleine Albright visited in 
2000—tesults in the release of 2 American journalists who 
had been sentenced to 12 years of hard labor after they entered 
the country without permission. The US administration por- _ 
trays Clintons trip as strictly humanitanan, but many observ- 
ers see it as opening a channel for greater communication 
between the 2 countries. 


- KOREA, SOUTH 


Aug. 23—In the 1st high-level meeting between the 2 Koreas in 
almost 2 years, a delegation from the North meets in Seoul with 
South Korean President Lee Myung-bak to discuss the 2 coun- 
tnes’ ties. The delegation also expresses the North’s condolences 
over the death of former South Korean President Kim Dae-jung, 
who while in office oversaw a marked improvement in relations 
between the 2 countries. The Seoul meeting, along with 2 recent 
acts by Pyongyang—releasing a South Korean worker who had 
been held on charges of denouncing the North’ political sys- 
tem, and reopening the North to South Koreans for family visits 
and tourism—seems to represent a new rapprochement on the 
Korean peninsula. 


MYANMAR 

Aug. 15—US Senator Jim Webb travels to Myanmar, meets with the 
leader of the country’s ruling junta, and wins the release of an 
American man who had been sentenced to 7 years' hard labor for 
swimming across a laxe to the home of democracy activist Daw 
Aung San Suu Kyi. Webb later expresses hope that “goodwill and 
confidence" can be established between the US and Myanmar. 

Aug. 28—The office of the UN High Commissioner for Refu- 
gees says it has received reports indicating that 10,000 to 
30,000 refugees from Myanmar have entered Chinas Yunnan 
province since Aug. 8, as fighting has intensified between 
Myanmars government and ethnic minorities in the country’s 
upland regions. 
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PAKISTAN 

Aug. 5—A missile launched by a US drone aircraft kills Baitullah 
Mehsud, the top Taliban commander in Pakistan. The attack, in 
addition to dealing a blow to the Taliban's operational capacity, 
appears to demonstrate improved cooperation between US and 
Pakistani forces. | 


PHILIPPINES 

Aug. 12—Hundreds of soldiers mount an attack on encampments 
of Abu Sayyaf, a militant group of Islamist separatists. Military 
officials say the clashes result in the deaths of 23 soldiers and at 
least 20 militants. 


TAIWAN 

Aug. 27—President Ma Ying-jeou approves a visit to Taiwan by 
Tibet's exiled spiritual leader, the Dalai Lama, whom China char- 
acterizes as an agitator for Tibetan independence. China says it 
“resolutely opposes” the Dalai Lamas visit but appears careful 
not to undermine Mas standing with the Taiwanese public. Ma 
has worked to improve cross-strait relations, which foundered 
during the administration of independence-leaning President 
Chen Shui-bian, but Mas popularity has suffered due to his gov- 
ernment’ perceived bungling of relief efforts following a damag- 
ing typhoon earlier in the month. 


FROM THE ARCHIVES 


TURKEY | 

Aug. 31—Turkey and Armenia announce that they will establish 
diplomatic relations for the 1st time in their history. The 2 coun- ` 
tries have long been at odds over, among other things, a Turkish 
genocide against Armenians during World War I, which resulted 
in the deaths of over 1 million Armenians. 


UNITED STATES 

Aug. 7—The Bureau of Labor Statistics reports that the US econ- 
omy lost 247,000 Jobs in July, the smallest monthly jobs loss 
since August 2008. The report raises hopes that the nation's 
recession may be reaching its end, though employment levels 
are not expected to increase for some time. 

Aug. 25—The White House and the Congressional Budget Office 
(CBO) both release projections regarding federal budget defi- 
cits over the next 10 years. The White House says the 10-year 
deficit will total $9 trillion while the CBO puts the number at 
$7.1 trillion. Deficit spending at such levels wouid cause the 
national debt nearly to double over a decade, exerting infla- 
tionary pressure on the US economy and crimping the gov- 
emments ability to spend. The deficit figures are worse than 
they otherwise would be because the recession has caused tax 
receipts to fall. m 


What Current History authors were saying . . . 


5 years ago 


For every autocrat that pushes through 
reform, attracts investment, and spurs 
growth, there is another that blocks 
reform, steals assets, and impedes eco- 
nomic development. For every China, 
South Korea, or Chile there is a Burma, 
Pakistan, or Angola. Moreover, dicta- 
torships are best at guiding economic 
growth when the task is to move from 
an agrarian-based to an industrial soci- 
ety. But Russia's task today is to shift 
from an industrial to a postindustrial 
economy. The Soviet state could build 
Uralmash—a machine-tool-producing 
giant—but the new Russian state can- 
not pick the next Bill Gates. 


MICHAEL MCFAUL 
Reengaging Russia: a New Agenda 
October 2004 


10 years ago 


Even a regime as indifferent to Russian 
national interests as Yeltsin's cannot sim- 
ply accept American terms for relations 
between the two countries, an attitude 
likely to be held by its successors. This 
refusal is partly because of nationalist 
feeling, but above all because the United 
States essentially demands from Russia 
subjection and obedience without pro- 
viding added defense and security. Even 
Don Vito Corleone wouldn't have made 
an offer like that—he wouldn't have 
been so stupid. Any stable hegemonic 
system, whether feudal, geopolitical, or 
mafialike, depends on a reciprocal rela- 
tionship in which the hegemon offers 
protection and advancement in return 
for service. 


ANATOL LIEVEN 

Ham-Fisted Hegemon: the Clinton 
Administration and Russia 
October 1999 
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the Barack Obama administration and its allies 
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diplomatic developments and notable trends in the 
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Emerging Multipolarity: Why Should We Care? ................. Barry R. Posen 
In a world with-multiple centers.of power, alliances will matter more, and pee power competition 
cule resemble endless | EUM p'ayed for small stakes. 


Pax x Anieri¢ana and the Rising Powers mi ORE PES Rajan Menon 
US policies have helped China, India; and others gain the economic heft to challenge the 
superpowers aonupance But American decline is hardly 4 foregone conclusion: 


How To Govern a Multipolar World ...... bouge anode tis David P Calleo 
The constitutionalist perspective. embodied'in the European Union E lessons for aow to bring 
peace and stability to an s D pur world Sete j 


The Washington Bubble: 
Why US Foreign Policy Is Oversized ............. leere. Stephen E Szabo 


Indebted and overstretched, the United States must learn to live with unpleasant nations and avoid 


. an infinitely elastic sense of its interests and power. 


Power Shuffle: ' 
Will the Coming Transition Be Peaceful?.......2....0.e005 n Erik Gartzke 


When it comes to war and peace, the structure of international power matters less than the 
uncertainty shrouding what that structure will be and how it will evolve. 


Who Will Sustain Globalization? Ce ere ener E ee ee ee re Adam S. Posen 


Fortunately, America’s rivals for influence also have a stake in economic liberalization and the global 
integration of markets. Third in a series on changing relations between governments and markets. 


PERSPECTIVE | 
The World Still Needs a eda — erc c M DPI E EE . . Leslie H. Gell 


-Constraints on the exercise of power are growing. Even so, other nations continue to need 


Washingtons leadership to address global challenges. 


BOOKS 


When: Great Powers Get Together diu er aU Rire Sa A ups William W. Finan Jr. 


A new book on the history of the UN Security Council celebrates the body that, for all its flaws and 
failures, has helped prevent military clashes between major powers. 


THE MONTH IN REVIEW 


September 2009 
An international chronology of events in September, country by country, day by day. 
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“Isolation is perhaps the most dangerous situation in multipolarity, so states will pay close 
and constant attention to the game of coalition building.” 


Emerging Multipolarity: 
Why Should We Care? 


BARRY R. POSEN 


report titled Global Trends 2025: A 
JA teme World, issued last year by the 

US National Intelligence Council, advises 
us that a multipolar world—that is, a world 
characterized by multiple centers of power—is 
gradually emerging. The report attributes this 
to “the rise of emerging powers, a globalizing 
economy, an historic transfer of relative wealth 
and economic power from west to east, and the 
growing influence of non-state actors." Given 
these trends, it seems appropriate to ask whether 
a diffusion of power is indeed occurring, why 
we should care if it is, and what the implications 
may be for international politics. 

The description of the present structure of 
world power as *unipolar"'—a characterization 
that emerged quickly after the collapse of the 
Soviet Union and that has gained wide currency 
since—remains difficult to dispute, even now. 
The United States still enjoys a very comfortable 
margin of superiority over other nations in both 
military power and the economic underpinnings 
that make those capabilities possible. Additionally, 
America has the global diplomatic and mili- 
tary presence—and the diplomatic and military 
skills—necessary to manage and sustain a truly 
global foreign policy, if not always successfully. No 
other nation-state can do so at this time. It is dif- 
ficult for the moment to envision a plausible com- 
bination of nation-states that could truly stand 
against the United States in a hot war (whatever 
that would look like under present conditions), or 
even sustain the costs of a cold war. 


BARRY R. POSEN is a professor of political science and direc- 
tor of security studies at the Massachusetts Institute of Tech- 
nology. 
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The Global Trends 2025 finding that unipolarity 
is on the wane, to be slowly replaced by multi- 
polarity, is premised on the notion that polarity 
matters. The notion of polarity as an important 
causal variable emerges from the realist school 
of international relations. Realist theory depicts 
international politics as a self-help system. With 
no sovereign to adjudicate disputes and impose 
settlements, each actor must look to its own inter- 
ests relative to those of others. Each state can, if 
it has the power, despoil or conquer others. Thus 
each looks to its own capabilities relative to the 
others in order to defend itself. 

Realists observe that the structure of world 
power has followed various patterns at various 
times and believe that these patterns naturally 
have consequences: Since security is the preemi- 
nent issue in an anarchic world, the distribution 
of capabilities to attack and defend should matter. 
Some base this belief on observation, others on 
deduction. Regardless, it is important to remember 
that structural realism is a theory of environmen- 
tal constraints and incentives. Structures con- 
strain. They push and they pull. The combination 
of global anarchv and the distribution of capabili- 
ties creates fields of force that affect all the states 
in the system but do not determine anything. 

Different international structures do appear, 
however, to encourage different patterns of behav- 
ior. Modern international politics has mainly been a 
multipolar affair, featuring a handful of states with 
significant capabilities, all of them warily watching 
one another. During the cold war, we saw for the 
first time in modern history a bipolar structure of 
power, which lasted perhaps four decades. 

The post-cold war world has seen an equally 
rare unipolar structure of power, which now 
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seems unlikely to last longer than the cold. war's 
bipolar order lasted. Current discourse seems to 
expect that the structure of power will, if any- 
thing, revert quickly to bipolarity with the rise 
of China. It seems plausible, however, that a pro- 
longed period of multipolarity will occur before 
bipolarity reemerges, if indeed it ever does. 


MEASURING POWER 

Although political science strives for objective 
measures of power, they are elusive. In interna- 
tional politics it is the powerful who measure 
relative power, and their assessments, though not 
fully auditable, are the ones that matter. This is 
not to say that statesmen spend their days specu- 
lating on the polarity of the international system 
they inhabit. Rather, they respond to the con- 
straints and possibilities they perceive. Over time 
their behaviors tell us which powers they believe 
matter, and why. 

Two examples serve to demonstrate the dis- 
junction between seemingly objective measures 
of polarity and statesmen’s behaviors. The Soviet 
Union was only barely in the 
league of the United States 
for most of the cold war in 
terms of economic capacity, 
yet we think of the era as a 
bipolar order. Likewise, the 
United States was far and 
away the most economically capable state in the 
international system on the eve of World War II, 
yet we view that period as one of multipolarity. 

Analysts typically measure polarity by the dis- 
tribution of states’ capabilities, but capabilities 
can be imminent or latent, and patterns of politi- 
cal behavior can deviate from seemingly objec- 
tive measures. And polarity is not synonymous 
with equality. In any given historical period there 


seems to be a murky threshold that separates most . 


nation-states from the handful that constitute the 
great powers. The great powers themselves vary in 
their capabilities. 

Since the industrial revolution, military power 
has depended on the economic power from which 
it is distilled. Yet most states typically do not distill 
as much as, in extremis, they could. The Second 
World War showed what industrial powers can do 
when they really care, with the United States spend- 
ing roughly 40 percent of gross domestic product 
(GDP) on the war effort at its peak, and other com- 
batants spending an even greater share. Péacetime 
expenditures seldom rise to this level. The United 


Diplomacy becomes a respected 
career again under multipolarity. ' fim 





States, the most powerful war machine of World 
War II, had distilled very little before the war. 

Today the United States uses 4 to 5 percent of 
its GDP for military purposes. None of the other 
major powers allocates this much, though some 
could. America's high propensity to distill, com- 
pared to that of the rest of the world, contributes 
substantially to the current pattern of politics 
that we describe as unipolar. Yet it is plausible 
that fiscal imbalances will over the next 10 or 15 
years require a significant reduction in the share 
of GDP that the United States devotes to military 
spending. 

The existence of a bipolar world during the 
cold war was seldom questioned, but in retro- 
spect one marvels a bit that the Soviet Union 
stayed in the game as long as it did. Its latent 
power—its GDP—only briefly surpassed half that 
of the United States. The Soviets simply distilled a 
greater percentage of their economic capacity into 
military power. This effort probably helped drive 
the Soviet economy into its ultimate downward 
spiral. By the early 1980s even Japan' economic 
output surpassed that of the 
Soviet Union. The world was 
bipolar, but the Soviet grip 
on its position was not very 


The last multipolar world 
also looks quite unequal 
when economic power, which translates into 
latent war potential, is examined. Various mea- 
sures of economic capability and war potential in 
the late 1930s show the United States to be wildly 
superior to other great powers. This world was 
multipolar because the United States spent a tiny 
percentage of its wealth on military power, and 
involved itself only haltingly and episodically in 
relations among the great powers in Europe and 
Asia. (We should also note that once the United 
States did mobilize for war, the capabilities of 
the "balancing" coalition—America, the United 
Kingdom, and the Soviet Union—dwarfed those 
of the Axis powers; yet the reversal of German and 
Japanese gains proved a difficult, costly, bloody, 
and time-consuming business.) 

So history tells us that equal capabilities are 
not required for states and statesmen to treat each 
other as important strategic actors. Nor can we 
easily predict what ratios of material power will 
induce them to do so. All we can suggest is that 
the cold war, when it ended, left the world with a 
very skewed distribution of capabilities—unipo- 


larity, which does seem to have led to a distinct 
pattern of international politics. That distribution 
of power seems destined to change over the next 
several decades, and I suspect at some point we 
will begin to see a different, distinct pattern o 
international politics. : 


BIPOLAR AND UNIPOLAR 

Putting aside real-world strategic factors such 
as geography and military technology, different 
systems of polarity should produce different pat- 
terns of behavior. Kenneth Waltz famously argued 
for the stability of the bipolar world, though 
some of that stability probably arose from mat- 
ters beyond his abstract depiction of the system. 
The two major powers in a bipolar system face 
no security threats remotely as significant as each 
other. They can find no allies in the world that 
can consequentially alter the balance of power 
with the other. The prediction then is that they are 
obsessed with one anothers behavior, internally 
and externally. Because allies do not add much, 
the superpowers focus on "internal balancing." 
They are obsessed with their relative economic 
and technical prowess, but more specifically they 
focus on the military balance. 

Despite the arithmetical fact that, for the two 
powers in a bipolar system, allies do not add 
much capacity relative to the other major power, 
each power carefully watches the othet's external 
behavior just in case an external move produces 
an improvement in the others overall power 
position. Even gains that are not very cumulative 
are presumed to be cumulative, unless and until 
proven otherwise. Thus peripheries disappear. 

Finally, because the two watch each other so 
carefully, one expects their understanding of the 
power balance, and of the costs of war, to be 
quite good at any given time. Since they do not 
depend much on allies for their power, miscal- 
culations about relative power associated . with 
the possible defection of allies are minimized. 
Although Waltz contended that all this made 
the bipolar world stable, its short duration sug- 
gests otherwise. In fact, bipolarity is a system of 
chronic overreaction, internal and external. In 
retrospect it seems that such a structure was des- 
tined to exhaust one or both of the players. That 
it did not erupt in war may be attributable to the 
fact that the structure of. power provided limited 
scope for miscalculation of power and interest; 
or it may be a function of the nuclear balance, or 
a combination. 
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Although some predicted the demise of one or 
the other superpower, theorists did not anticipate 
the unipolar world. Scholars had to figure it out.as 
it unfolded. The United States is the only “unipole” 
we have ever seen, and it is difficult when evaluat- 
ing predictions regarding the unipolar world to 
distinguish between deductions from realist theory 
and observations of what has actually occurred. 

Different schools of realism would offer differ- 
ent predictions for unipolarity. “Offensive realists” 
would expect the single pole to try to take advan- 
tage of its moment of superiority to consolidate 
that moment: In an anarchical world, permanent 
top-dog status provides as much security as 
one can reasonably expect. “Defensive realists” 
expected the United States to lose its interest in 
international politics, and simply do less. The 
structure of power offers no imminent threat, so 
why divert significant resources from consump- 
tion to foreign affairs, including war? 

What has actually transpired deviates some- 
what from the predictions of both schools. The 
unipole has thrown its weight around as the offen- 
sive realists would expect, and has tried to shape 
the system.according to its perceived interests. On 
the other hand, lacking the discipline provided by 
an imminent threat, the United States has engaged 
abroad capriciously and with limited energy, 
which the defensive realists might expect. 

Other powers could not make heads or tails of 
the American orientation. Close and capable cold 
war allies—NATO, Europe, and Japan—feared. that 
Washington would do too little or do too much, 
abandon them or drag them into adventures. 
Broadly speaking, they hugged the United States 
close and simultaneously hedged against its exit, 
even as they tried, however haltingly and unsuc- 
cessfully, to discipline US behavior. Other middle 
powers worried more about an excess of US energy, 
and have done what they could to throw monkey 
wrenches in the works. Their weakness, however, 
has constrained their efforts and induced caution: 

These patterns of behavior make sense from 
a realist perspective. They are consistent with 
a unipole that tinds many. opportunities in the 
international system, but little necessity. Other 
powers are forced to focus on the unipole’s real 
and potential behavior, but they have few options 
to address either. Nevertheless, they try. 


THE MULTIPOLAR MOMENT 


Theorists and historians know multipolarity 
better than they do the other two structures of 
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power, but there are no active statesmen today 
with experience of a multipolar system. The 
relatively equal distribution of capabilities in 
a multipolar world, with three or more conse- 
quential powers, produces one basic pattern of 
behavior: The arithmetic of coalitions influences 
matters great and small. The overall balance of 
capabilities, and the military balance in particular, 
are easily altered in a significant way depending 
on who sides with whom. Internal efforts cannot 
accomplish nearly as much change, at such a low 
cost, in such a short time. 

Thus states are slower to react to others' inter- 
nal military developments, because allies can be 
had to redress the balance. In a multipolar system, 
states should lack confidence that significant mili- 
tary buildups can help them much, because other 
states can combine against them. Autonomous 
military power does remain important, and states 
will look to their own military capabilities, but 
diminishing returns should set in sooner than 
they would in other structures of power. 

Diplomacy becomes a respected career again 
under multipolarity Hans Morgenthau, a great 
admirer of multipolarity, was also a great admirer of 
diplomacy. Isolation is perhaps the most dangerous 
situation in multipolarity, so states will pay close 
and constant attention to the game of coalition 
building. They will try-to find and secure allies for 
themselves, and will eye warily the efforts of others 
to do the same. All will try to improve their own 
coalitions and erode those of others. 

If indeed the distribution of capabilities among 
great powers is slowly evolving toward multipolar- 
ity, what behaviors might we predict? As we try to 
say something about real matters in a real world, 
a problem quickly emerges: Other facts of the 
case begin to complicate our analysis, even if we 
stick largely to security matters. The United States 
is buffered by oceans from much of the world's 
traditional security competition and remains well 
endowed with the human and material resources 
to go it alone. Indeed, many of the world's conse- 
quential powers are buffered by geography from 
one another. All but two of the consequential 
powers possess significant nuclear forces, which 
makes them difficult to conquer or even coerce. 
Japan and Germany are excluded from the nuclear 
club, but could enter it quickly. 

Arguably, even among great powers, a close 
examination of conventional capabilities might 
show an emerging "defense dominant" world. It 
seems plausible that, among proximate techno- 


logical, economic, and social equals, an ongoing 
revolution in military information technology— 
including surveillance and precision targeting— 
will make it harder to attack than to defend. It 
should be more difficult to-take ground than to 
hold it, and more challenging to cross oceans 
with men and materiel and land them on a hostile 
shore than to prevent amphibious attack. All of 
these factors, added to a somewhat more equitable 
distribution of military power, should tend to 
mute great power military competition. 

Some competition for power is to be expected, 
however. The experience of the United States 
as the unipole should be a cautionary one—an 
extremely secure state nevertheless reached out 
to expand its power and influence. A great deal of 
American behavior overseas was elicited by some 
combination of fear about the future and tempta- 
tion presented by a power vacuum. We can expect 
national security establishments to worry about 
the future: So long as anarchy permits predation, 
they will ensure against the possibility. 

Uncertainty about power relationships also will 
remain. States in normal times may distill eco- 
nomic power into military power at only a frac- 
tion of the level they could achieve under other 
conditions, and none can truly know the oth- 
ers’ possible energy or efficiency to distill in the 
future. Thus, they will seek some.comfort margin 
in the military capabilities that matter most to 
them, which will in turn discomfit others. 

Moreover, some natural resources will seem 
scarce. Even if market-oriented states eschew 
direct control of foreign production, they will 
wish to maintain privileged influence over these 
producers, as we have seen in the case of energy 
supplies. States also will continue to worry about 
the strategic value of key geographic features, 
locally and globally. All members of the system 
likely will continue to compete, therefore, to 
improve their position and simultaneously under- 
mine that of their brothers and sisters. 


THE DIFFUSION OF POWER 


The emerging era’s great powers, beyond their 
direct concerns with one another, are likely to 
face a phenomenon that some are calling “the 
diffusion of power." This concept remains a bit 
airy but it encompasses several trends that appear 
to be real and meaningful. First, despite Western 
military-technological prowess, the gap appears to 
be narrowing between the great powers' military 
capabilities and those of middle powers, small 


states, and non-state groups that choose to oppose 
them—at least when it comes to military forces 
pertinent to conquest and occupation. 

One reason for this was the collapse of the 
Soviet Union and Warsaw Pact, which permitted 
a vast outflow of infantry weapons. At the same 
time, some of the former Soviet republics and East 
European Warsaw Pact states inherited arms pro- 
duction capabilities in search of markets. China 
will soon begin to produce and export moderately 
sophisticated military equipment. In addition, 
some new producers have entered the- market, 
with Iran perhaps the most noteworthy. More 
states are able to make medium-quality military 
equipment than has previously been the case. This 
has the effect of making small states and non-state 
actors more independent of great power influence 
than they once were, and more able to inilict costs 
on great powers that attack them. 

Military skill also seems to have diffused. 
The spread of literacy and the freer flow of 
people, goods, and information associated with 
globalization may permit states and non-state 
groups that are willing to 
fight larger powers to share 
lessons and improve their 
overall military expertise. 
Moreover, across the devel- 
oping world, weapons and 
expertise can be combined 
with significant numbers of 
motivated young men. The upshot is that great 
powers may have to pay a higher premium to push 
the smaller ones around than has been true in the 
recent past. 

Although comparison is tricky, it is striking that 
the Americans’ effort in Iraq has been about as 
time-consuming and costly in dollar terms as their 
effort in Vietnam, and the adversary in Iraq did not 
have a superpower patron, or even a particularly 
good cross-border sanctuary. The United States did 
deploy many fewer people for the Iraq operation 
than it did in Vietnam, and suffered fewer deaths. 
Á comparison of overall casualties, however, awaits 
clearer information about the range and duration 
of less visible physical and psychological injuries 
that US forces have suffered. The less visible human 
costs appear to be significant. 

The diffusion of power has another meaning. 
Across much of the developing world, central 
governments weakened more or less as the cold 
war ended. Pakistan is only the scariest example. 
Weakening central governments may find them- 


The pattern of competition will 
look much like an endless series of 
games played for small stakes. 
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selves at war with domestic political factions, or 
as willing or unwilling hosts to.violent non-state 
actors. Even befcre the Al Qaeda attacks on New 
York and Washington on September 11, 2001, the 
great powers were uneasy about these weak or 
failing states. They loathed the human rights vio- 
lations that are a hallmark of civil war. And they 
feared the negative externalities of refugee flows 
and criminal enterprises. The 9/11 attacks added a 
concern that these poorly governed spaces would 
prove hospitable to terrorist groups. Most great 
power military intervention since the end of the 
cold war has been driven by the problem of weak- 
ened central governments. 

Finally, there is particularly great concern about 
states that are capable enough. to build advanced 
weapons, especially nuclear weapons, but never- 
theless weak enough to risk collapse and the loss 
of control over said weapons. Pakistan is again the 
most troubling example. The diffusion of power 
in this case thus creates a strange combination— 
major threats to the safety of the strong emanating 
from the weak. 

In such an environment, 
we can expect that the great 
powers will continue to view 
the developing world as a 
source -of security threats, 
meriting intervention. But 
not all great powers in a mul- 
tipolar system will agree on 
any given project, so some will view the “defensive” 
projects of others as having ulterior motives. Some 
states will have an incentive to hinder the efforts 
of their peers to pacify ungoverned spaces. Their 
direct interest may be engaged, or the interven- 
tion may prove a tempting opportunity to “bleed” 
other great powers. Their capabilities to do so will 
improve, particularly given the growing military 
skill of the indigenous peoples they can assist. 
States organizing interventions will therefore be 
very concerned about costs. They will seek allies 
to spread the costs around, and will attempt to dis- 
suade others from helping the locals. 


PERSISTENT COMPETITION 


What general patterns of great power behavior 
could emerge in a multipolar environment, based 
on the situation discussed above? First, the com- 
petition for power is likely to persist, though this 
is more a statement of general realist religious 
conviction than an inference from the multipolar 
structure of power. Second, because of “defense 
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dominance," the pattern of competition will look 
much like an endless series of games played for 
small stakes. States will want more, but will not 
wish to court disaster. | 

Third, and consequently, states will look for 
ways to "measure power" without war. The diplo- 
macy of making and breaking coalitions, and 
counting allies, will present itself as an attractive, 
if complex, alternative. Fourth, competitors likely 
will believe that the safe way to improve one’s rela- 
tive position is to pursue policies that weaken oth- 
ers. Increasing others' costs when they undertake 
initiatives will seem wiser than undertaking one's 
own adventures. John Mearsheimer’s “bait and 
bleed" strategies may become more common. 

Fifth, the diffusion of power will continue to 
seduce great power adventures. Yet the capabili- 
ties of local actors, and the potential] intervention, 
even if indirect, of other great powers, will raise 
the potential costs of those adventures. Therefore, 
these projects too will increase the importance 
of other powers. Diplomacy will be required to 
discourage opposition, encourage alliance, or at 
least elicit neutrality. Sixth, in general, geography 
may matter more. If capabilities are more equal, 
states will have to make harder choices about the 
kinds of military power they generate. Land pow- 
ers will be land powers, and sea powers will be sea 
powers, and thus to tilt with each other they will 
require allies of'the other type. 


THE QUESTION OF STABILITY 

The transition from bipolarity to, unipolar- 
ity was marked by dramatic events. Perhaps the 
intense nature of the bipolar competition natu- 
rally led to a stark finish of one kind or another: a 
preventive war, or a national collapse. Unipolarity 
seems destined for a different kind of transition. 
The United States has many attributes that con- 
tribute to its power advantage and its security, 
and that have made the world unipolar. It seems 
unlikely that all of these advantages would sud- 
denly disappear. Direct competition with the 
United States will appear daunting for quite some 
time to come. 

The costs of US efforts to make the world over 
in its image, relative to the benefits of such efforts, 
will ultimately begin to tell, however. America 
will gradually be inclined to do less. At the same 
time, uneven growth will alter the basic balance 
of capabilities among the principal powers. The 
Ámerican capability advantage in economic power 
will diminish, and concomitantly its advantage in 


military power will likely narrow. As this occurs, 
the other principal powers will find themselves 
better able to tilt with the United States, but also 
more dependent on themselves. A multipolar 
order may gradually creep up on us, rather than 


emerge with a crash. 


Many theorists have debated whether one kind 
of power structure is more "stable" than another. 
But definitions of stability are fluid. Some mean 
peace, others mean only the absence of great war, 
and still others merely mean persistence. Some 
believe multipolarity is more stable, while others 
assert the stability of bipolar worlds. 

We have experienced long periods of relative 
peace in multipolar systems. Some scholars refer 
to the period between the end of the Napoleonic 
Wars and the outbreak of the First World War as 
the “hundred years’ peace.” In that time crises 
erupted and major- powers fought limited wars, 
but no truly great war took place. That period 
was, of course, followed by a-bloodbath. : 

The bipolar era lasted a little less than half a 
century and no superpower war occurred. But 
the cold war was characterized by vast military 
spending, numerous dangerous crises, horren- 
dous proxy wars, and a nuclear arms race that left 
tens of thousands of warheads on both sides, an 
absurd accumulation of destructive power. It also 
probably exhausted the Soviet Union. 

The National Intelligence Council's. Global 
Irends 2025 report warns that multipolar systems 
are “more unstable than bipolar or unipolar sys- 
tems." This sentence is difficult to decode. I find 
it more accurate to speak simply of the differ- 
ences among these systems. Bipolarity is a tightly 
coupled, simple, and intensely competitive sys- 
tem. Opportunities for creative expansionists 
are few, but life is very tense. Multipolarity is 
complex, flexible, and full of options, and these 
very qualities seduce the creative expansionist 
into a search for opportunities, which occasion- 
ally exist. 

Unipolarity is still the least understood struc- 
ture of power. Leadership by a single very great 
power with an incentive to manage the system 
limits competition among the others through a 
combination of deterrence and reassurance, but 
we do not have a good sense of just how superior 
that power needs to be to sustain this happy out- 
come. If multipolarity is indeed on the horizon, 
all I can suggest is that the pattern of international 
politics ahead will likely be quite- different from 
that of the past 65 years. B 





“While ‘unipolar triumphalists deny licae changes are under way, multipolar 


pessimists exaggerate the a of these changes and are cocksure about what 
d ahead.” ; x 








Pax Americana and the Rising Powers 


RAJAN MENON 
uch of what purports to be new even as late as the 1980s, trumpeted what it saw 
American thinking on international pol- as a favorable *correlation of forces" in the world. 
itics amounts to a bland repackaging of Each of these powers was surpassed, and some of 
old shibboleths. Almost everyone, even including them collapsed. 


those who predict the “rise of the rest,” assumes 


the United States will remain, in the words of SUCCESS BREEDS 


former Secretary of State Madeleine Albright, “the While collapse certainly does not await the 
indispensable nation.” Those who dissent from United States, the possibility of its being equaled 
this view are dismissed as declinists or defeatists or bypassed by competitors is hardly implausible. 
or (that old chestnut) isolationists. Were this to occur, it would, paradoxically, be 
Underlying the consensus is a conviction that testament to the magnitude of America’s achieve- 
the United States must continue to maintain a ment in the world. Dominant powers—by provid- 
worldwide military presence and assume leader- ing security, exporting capital, selling goods and 
ship on a plethora of problems, that the alter- services, and creating new technologies—unwit- 
native is an unpredictable and perilous world, tingly enable the rise of new centers of strength. 
and that non-Americans—whatever they may say They. also stir envy and the desire to emulate. The 
publicly—believe all this in their bones. That the United States. has done all of these things. 
United States should do less than it is accustomed If one day China supplants the United States, 
to doing, or rethink wholesale what it has done for much will be said—rightly—about Deng Xiaoping’s 
more than two generations, is generally rejected, economic reforms, which began an era of 10- 
by both conservatives and liberals. percent-a-year economic growth that the country 
History, however, casts doubt on this orthodoxy. has maintained since. But what also should be 
and indeed the faith underpinning it is familiar noted is how much China's success owes to the - 
from the past. Every great power has remained force of American example, the inflow of capital 
sanguine about its position even when, in hind- from the United States (and other capitalist power- 
sight, more than just a cluster of Cassandras houses), and the education that legions of Chinese 
should have noticed warning signs. Those at the have obtained at leading US universities. 
helm of such powers were not necessarily blind China is not alone in benefiting from US achieve- 
to the challenges they faced. But they were con- ments. America’s role in the revival of war-shattered 
vinced that their difficulties were momentary Europe, and in Japan and South Korea’s rise to the 
and their intentions were noble, and were seen as front ranks of economies, has been substantial 
noble by others. and remarkable. Likewise, India’s economic boom 
Consider Athens, Rome, the Hapsburgs, France since the early 1990s has been accompanied by an 
under Louis XIV and Napoleon, Britain at the expansion of Indo-US economic ties. The United 
acme of empire, and the Soviet Union—which, States is the leading foreign investor in India, and 


trade between the two nations has nearly qua- 


iy r M ; " drupled, making the United States India's biggest 
JAN MENON, a Current History contributing editor, is a ; i ; 7 
professor of international relations at Lehigh University. He trading partner. New Delhi has reassessed its pen 


is the author of The End of Alliances (Oxford University chant for planning, regulation, and protectionism, 
Press, 2007). instead pursuing privatization and an expansion of 
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foreign trade and investment, policies preached by 
the United States. 

The tendency of success to breed new successes 
constitutes an age-old pattern, and there is no rea- 
son to imagine that the United States will maintain 
its dominance as this process plays out (America's 
ingrained exceptionalism notwithstanding). The 
iron logic of diffusion will rearrange the current 
hierarchy in time. 

Moreover, the United States may not succeed 
in addressing the serious problems it now faces: 
an addiction to overspending and an aversion to 
saving, substandard schools, worn infrastructure, 
a political system so beholden to special interests 
that reassessing priorities and aligning means and 
ends seem impossible, rising inequality, and the 
emergence of a casino capitalism that privileges 
speculation over production. 

Nevertheless, while the United States will for- 
feit its preeminent position unless it cures what 
ails it (this includes overextension, short-term cal- 
culations, and profligacy), the country still retains 
impressive advantages. America has an economy 
that is larger than the next three largest econo- 
mies combined and that accounts for nearly one- 
quarter of global production. It has a military with 
unrivaled global reach and technological prowess, 
and with a budget larger than the next 25 military 
budgets combined. It has a peerless capacity for 
scientific and technological innovation, enabled 
by the world's finest constellation of universities 
and research centers. And it has an immigration 
policy that has resisted the bolt-the-door cries of 
nativists and has attracted the talented and dili- 
gent from across the globe. 

Having vast material resources does not guar- 
antee that they will be used wisely or bring favor- 
able or fast results (remember the Vietnam War, 
and consider the current campaigns in Iraq and 
Afghanistan). But having such resources is surely 
preferable to playing catch-up. And while even the 
most dazzling assets can be squandered, it would 
take extraordinary and prolonged incompetence 
on the part of the United States to deplete them 
completely. One can believe in an unstoppable 
American decline only by embracing determinism 
and dismissing the possibility of remedial action. 

Furthermore, Americas would-be challengers 
themselves face numerous hurdles and could fail 
to surmount them, or at least stumble. The proph- 
ets of multipolarity gloss over this possibility as 
they move seamlessly from cataloging America's 
problems to highlighting the promise of Brazil, 


China, India, Europe, and Russia (and sometimes 
Japan, the variability in this case accounted for by 
continuing constitutional and political limits on 
Japan's armed forces). 

While other countries' problems are portrayed 
as inconsequential, America's are deemed monu- 
mental. So, while unipolar triumphalists deny that 
historic changes are under way, multipolar pessi- 
mists exaggerate the pace of these changes and are 
cocksure about what lies ahead. Both camps are 
prisoners of linearity. The future, as usual, will be 
untidy and complicated. 


CHINA'S CHALLENGE 

When talk turns to potential successors to the 
United States, China heads the list—and for legiti- 
mate reasons. The country’s population exceeds 1 
billion and its landmass is larger than that of the 
United States. Few if any states have matched the 
tempo of economic growth that China has main- 
tained for 30 years, and its economy is expected 
to surpass America's in size by 2025. 

Although many of China's exports are goods 
produced on-site by subsidiaries of Western com- 
panies, the country’s huge manufacturing volume 
has kept the economy humming and given Beijing 
the world’s largest stash of foreign exchange 
reserves: $2.1 trillion in 2009. To keep the econ- 
omy roaring, Chinese companies are acquiring 
deposits of energy and raw materials and nego- 
tiating long-term trade deals from Asia to Latin 
America. China’s combination of statist authori- 
tarianism, nationalism, and breakneck growth 
has won admiration, particularly considering that 
China has weathered the 2008-2009 global reces- 
sion well, all the while spurning many of the 
policies that Western economists have touted as 
essential to success. 

The People’s Liberation Army, once massive 
but rudimentary, has become a leaner, more 
modern force, thanks to China’s growing ability 
to build modern armaments as well as its buying 
spree of Russian arms. China, as a nuclear power 
and a permanent member of the United Nations 
Security Council, has a voice that is critical on 
issues ranging from climate change and nuclear 
proliferation to reform of the Security Council and 
governance of the global economy. And China has 
avoided the mistakes of other rising powers, such 
as Imperial Japan and Nazi Germany. By reassur- 
ing others that it is a poor country embarked on a 
“peaceful rise,” it has forestalled the formation of 
an alarmed countervailing coalition. 


So impressive are these attributes and achieve- 
ments that the foibles of the Chinese colossus 
often get short shrift—both from those who 
admire China and from those unsettled by its 
rise. Nonetheless, China’s leaders understand that 
minefields lie in their path. 

One is an increasing misalignment between 
China's society and its polity: The socioeconomic 
revolution spawned by Deng’s reforms has created 
an uneasy coexistence between, on the one hand, 
a literate, increasingly wealthy and entrepreneur- 
ial population engaged with the world through 
trade, travel, and the internet, and on the other 
hand an ossified and repressive political order. 

The Communist Party’s reliance on the stale slo- 
gans and dysfunctional practices of socialism and its 
fear of spontaneity make the party-state a hindrance 
to the most dynamic segments of society; Beijing's 
dedication to “filtering” the internet is telling in 
this respect. Myriad curtailments of freedom will 
not end the discord between people and their pol- 
ity, nor the stubborn nationalism of minorities. The 
question is how such tensions will be resolved— 
and with what consequences 
for Chinas stability. 

Perhaps the adjustment will 
emerge from democratization. 
But that would effectively 
end the Communist Party's 
monopoly on power, which it 
will not surrender voluntarily. 
Only a fool would bet on the party's failing to 
suppress mass movements that challenge it: The 
means of coercion at its disposal are multiple and 
formidable, and it has not hesitated to deploy 
them in the past. Then again, who would have 
predicted that the Soviet Union would have col- 
lapsed when and how it did? 

Another resolution to the misalignment might 
be a slow devolution of power away from the 
center, with most outlying areas—especially the 
dynamic eastern seaboard, and perhaps the non- 
Han areas (China's minorities constitute only 10 
percent of the countrys population but occupy 
nearly 60 percent of its territory)— gaining greater 
freedom, though not independence. While such a 
transformation might unfold peacefully as local 
elites amassed influence at Beijings expense, 
it would reduce Chinas capacity to mobilize 
resources and to devise unified policies. 

A third possibility is the party's transmutation as 
it jettisons socialism as the source of its legitimacy 
in favor of strident nationalism—a trend already 


India will eschew any overt 
anti-China alliance, unless 
Beijing becomes bellicose. 
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noticeable. But this a risky proposition. Chinese 
nationalism is strong and getting stronger. If the: 
regime stokes it, citizens will judge the govern- 
ments fitness to rule based on how assertively 
they believe it defends China's honor during cri- 
ses and confrontations with other states. Such 
scrutiny could make the leadership increasingly 
belligerent, eventually provoking an anti-Chinese 
coalition featuring the United States, Japan, India, 
Indonesia, and Vietnam. Beijing would be encir- 
cled, with its attention and resources spread across 
widely separated fronts. 


WHAT IF GROWTH SLOWS? 

Another potential minefield is the likelihood 
that China's economic development will at some 
point slow. The party certainly hopes that it will 
not: Growth enables the leadership to portray 
itself as the competent custodian of Chinas future, 
ensuring prosperity at home and power and pres- 
tige abroad. By raising living standards—while 
also utilizing formidable means of surveillance 
and intimidation—the party-state bas withstood 
such challenges as the 1989 
Tiananmen Square demon- 
strations; rural protests gener- 
ated by outrage over poverty, 
dispossession, environmental 
degradation, and corruption; 
and uprisings by Tibetans and 
Uighurs. 

A prolonged economic crisis—it need not be 
a recession; a deep dip in growth rates could 
suffice—might fray the social compact (“you toe 
the line, well make you rich"). The post-Deng 
polity has never experienced an extended internal 
crisis, but we should not assume that it never will. 
In China’s long and turbulent history, many a gov- 
ernment has forfeited the “mandate of heaven.” 

Then there are problems that already are appar- 
ent. Because China’s total fertility rate has fallen to 
1.75, well below the 2.1 that is required to maintain 
the country’s population, the society is poised to 
age. An increasing proportion of Chinese will be 
beyond their most productive years, the number of 
taxpayers will fall, and care for the retired and sick 
will consume an increasing share of the national 
budget. True, Japan and most European countries 
are also graying, but with one difference: Those 
countries are wealthy and China is not. Its per 
capita GDP is $4,654, compared with $17,300 for 
Poland (among the lowest in the European Union) 
and $62,600 for Norway (among the highest). 
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Some problems waiting in the wings will require 
substantial investments. One is a severe water 
shortage. According to the World Bank, China— 
with 20 percent of the world’s population—has 
only 7 percent of its water supplies. More than 
600 of its largest cities already face shortages, and 
the most populous municipalities are not located 
where the water is. Another huge problem is air 
and water pollution, a side effect of China's gallop- 
ing growth, which remains heavily dependent on 
fossil fuels, especially coal. Still another challenge 
is a widening in income disparities across class, 
region, and nationality.  . 

Meanwhile, the demographic problem could 
reduce the funds available for increasing China’s 
military power. The military is now far more mod- 
ern than it was 30 years ago, and the risks that the 
United States would face in the event of a conflict 
with China over, say, Taiwan have increased in 
consequence. But China’s armed forces are still 
no match for Americas, and that picture will 
not change any time soon. Although Beijing has 
increased its military expenditures substantially 
in recent years, it still spends 
only $70 billion a year, in com- 
parison to $636 billion for the 
United States. Even assuming 
that China's published defense 
budget understates actual 
spending substantially, the gap 
with America is gargantuan. 

None of these caveats diminishes the magni- 
tude of China’s achievements or the seriousness 
of America’s internal problems. But they should 
place in context the facile projections and the 
alarmism that often pervade analysis of China. 


INDIA RISING 

In Washington and New Delhi, the air is thick 
with talk of India’s emergence as a great power. 
The world’s two most populous democracies, 
estranged through much of the postwar period, 
have since the 1990s forged an alliance cemented 
by principle and pragmatism. Their leaders stress 
the alliance is not directed against any other coun- 
try, but one does not have to sit long in a conclave 
of US and Indian strategists to understand that 
China is among the catalysts for the compact. 

American enthusiasm for India, the attention 
that India receives at global gatherings such as the 
Davos World Economic Forum, and advocacy for 
admitting it to the UN Security Council—all these 
stem first from the country’s size and population, 





The iron logic of diffusion 
will rearrange the current 
hierarchy in time. 


problems now translated into assets by the brisk 
economic growth (a close second to China’s) that 
has been achieved since reforms were launched 
in the early 1990s. New policies released a tor- 
rent of entrepreneurial energy and enabled Indian 
companies to go global and make a mark in the 
high-technology sector. Americans of Indian ori- 
gin, among the wealthiest and best educated eth- 
nic groups in the United States, were once leery 
of India’s labyrinth of official restrictions; now, 
encouraged by the reforms, they have begun pour- 
ing their talents and capital into India, providing 
an added fillip to the economy. 

Then there is India's democratic system. Because 
it permits a free flow of ideas and people, freedom 
of expression, and easy access to information, it is, 
despite its myriad flaws, inherently better suited 
than authoritarian polities such as Chinas to eco- 
nomic advancement in the twenty-first century. 

All this said, India trails China, to say noth- 
ing of the United States, in important areas. The 
UN Development Program’s Human Development 
Index, a composite of basic quality-of-life indica- 
tors (literacy, life expectancy 
at birth, and per capita GDP), 
places India 132"? among 179 
countries. China ranks 94" 
(and Democratic Republic of 
Congo 130"). The statistics 
illuminate the elemental prob- 
lems that hold India back. With 
an average life expectancy of 69 years, India 
ranks 127“ in the world; China places 934 and 
its people can expect to live for 73 years. China's 
literacy rate is 93 percent. India's is 61 percent; it 
ties Sudan for the 172™ spot. More than 60 years 
after the country gained independence, 55 percent 
of Indias women cannot read or write. 

And poverty still plagues hundreds of millions of 
Indians. Although India's rapid economic growth 
has freed millions from poverty and expanded the 
middle class, gross income per capita is still only 
$2,960, less than half of China's. Moreover, this 
statistic does not reveal the economic disparities 
that continue to divide India's religions, regions, 
castes, and classes. 

Take the last of these categories. While the 
acceleration. of growth has enriched the top 
quartile of urban dwellers substantially and, to 
a lesser extent, their rural counterparts, the rest 
of the urban population has made considerably 
smaller gains, while the rural poor, who number 
about 500 million, have seen little improvement. 


The World Bank commends India for reducing 
the proportion of its people subsisting on $1.25 
daily from 60 percent-in 1981 to 42 percent in 
2005, but notes that the raw number of those 
subsisting on that amount increased during this 
period to 456 million from 421 million. By con- 
trast, while China’s boom has exacerbated eco- 
nomic inequalities, the percentage of people living 
on $1.25 a day has declined to under 16 percent 
over the past 25 years. And as bad as China’s water 
shortage is, India’s, according to UN data, is even 
worse: On average Chinese receive 2,259 cubic 
meters per person, Indians 1,880. 

Another element of the India-on-the-march 
narrative is that the country is becoming a global 
military power. India indeed entertains ambitions 
on that scale, but its reach remains regional— 
and will for years to come. The reason for this is 
that, while military might has many ingredients, 
wealth is a sine qua non. This poses a problem for 
India. China spends but a small fraction of what 
the United States spends on its armed forces, and 
India’s expenditures are less than half of Chinas. 
(They are about equal to Saudi Arabia's.) This dis- 
parity will persist: China simply has more to spend 
and, with its larger economy, can spend without 
sacrificing other needs. Indias nuclear weapons 
will not change this fact; like other nuclear-armed 
states, India will discover that these weapons are 
useful for little more than deterring other nuclear- 
armed states from launching attacks. 

To dwell on numbers alone, however, is to 
miss some of India’s impressive advantages and 
achievements. Perhaps the greatest of the latter 
is that the country has survived so far. A sprawl- 
ing latter-day Austro-Hungarian Empire, with a 
dizzying array of languages, castes, and religions 
(Hindus account for 80 percent of the population 
but every world religion is present), modern India 
has defied pessimists who were drafting its obitu- 
ary not long after its birth in 1947. 

To be sure, differences of caste, class, language, 
religion, and political ideology have produced 
continual violence (the Naxalite Maoist insur- 
gency remains active in one-third of the country, 
and Prime Minister Manmohan Singh considers 
it India’s “biggest internal security challenge”). 
The country has experienced a (disastrous) war 
with China and three with Pakistan. The hopes of 
millions of Indians still. mired in poverty remain 
unfulfilled. The country’s 150 million Muslims lag 
in higher education, income, and access to politi- 
cal position, and in recent years have faced dis- 
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crimination in housing and questions about their 
loyalties. And corruption remains rampant. 

Yet, despite all this, Indias democracy endures. 
Power changes hands at multiple levels through 
elections. Hundreds of millions vote. The press is 
free and the judiciary (while imperfect) is inde- 
pendent. Civic organizations and trade unions 
flourish. Not once has the military tried to grab 
power (Pakistan, by contrast, has been ruled by 
its army for half of its existence). India confounds 
conventional theories of democracy, which identify 
as prerequisites a high level of literacy, a substantial 
middle class, and the absence of sharp inequalities. 
Indeed, democracy has ensured India’s survival— 
an authoritarian India would likely have collapsed. 
Seen thus, it is an open question whether India or 
China has the more stable political order. 

Democracy also helps strengthen—though it 
can never be the sole basis for—the India-US 
entente. Consider this: The United States and 
other Western countries are poised to leap into 
what has long been a Russian-dominated Indian 
arms market. Is there likely to be a similar rush 
to arm China? And did India’s democratic nature 
not ease approval by the US Congress of the India- 
US nuclear deal of 2008, under which the United 
States essentially came to terms with India as a 
nuclear weapons state? 


Moscow’s AMBITIONS 

Vladimir Putin’s Russia has overcome the anar- 
chy of the Boris Yeltsin years. Guided by a strong 
leader who has forged a centralized state, it is 
again a great power. Or so goes a common refrain, 
which is not without basis. A country that is nearly 
as large as the United States and China combined, 
that has 11 time zones and thousands of nuclear 
weapons, and that is the world’s largest producer 
of natural gas and its second largest producer of 
oil—such a country holds strong.cards. And the 
assertive nationalism that now unites Russia’s rul- 
ers and its ruled generates a drive to amass the 
influence and prestige befitting a great power. 

The clearest recent statement of Russia’s world- 
view and ambitions appeared in then-President 
Putin’s speech to a 2007 Munich conference on 
security policy. He excoriated American unilater- 
alism, likening it to the conduct of a rogue state 
(the label Washington reserves for its enemies) 
that scorns international law, the United Nations, 
and other states’ sovereignty, while propagating 
supposedly universal, though in fact self-serving, 
democratic principles. 
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What enabled this behavior, Putin said, was 
the unprecedented and dangerous phenomenon 
of a unipolar world. More specifically, the Russian 
leadership has condemned as gratuitous acts 
of hostility NATO's expansion into the former 
Soviet Union (where Putin and his successor as 
president, Dmitri Medvedev; claim Russia has a 
"privileged interest") and the Bush administra- 
tions plan, scrapped in September by the cur- 
rent administration, to install missile defenses in 
Poland and the Czech Republic. 


BUT IS RUSSIA BACK? 

The Kremlin’s strategy in recent years has 
entailed calling on likeminded states to work 
toward a multipolar world that restrains the 
United States. This is Russia’s overarching for- 
eign policy goal and it will not change, even 
though Medvedev is seen by some as cut from 
different cloth from Putin. Accordingly Russia 
has strengthened its “strategic partnership" with 
China (selling it energy and arms); preserved its 
tight and longstanding ties with Iran and India; 
reestablished itself with such Soviet-era allies as 
Algeria, Libya, and Syria; bolstered the Collective 
security Treaty Organization to preserve its posi- 
tion in the post-Soviet space; joined with China 
and Central Asia to strengthen the Shanghai 
Cooperation Organization as a mechanism for 
combating terrorism and separatism and balanc- 
ing America’s post-9/11 presence in Central Asia; 
rewarded friendly states with economic privileges 
(mainly access to energy on terms more favorable 
than those given to states that rankle Moscow); 
waged a campaign to tie Central Asian and 
Caspian energy producers to Russian pipelines 
and markets; manipulated Europe's divisions by 
offering Germany (but also France and Italy) 
a special relationship; and trounced Georgia in 
an Áugust 2008 war, effectively stopping NATO 
expansion by enabling those European states 
already reluctant to admit Georgia and Ukraine to 
argue that doing so would foment crisis, even war. 
There have also been gambits of a more theatrical 
nature, such as calls to end the dollars role as the 
primary international reserve currency and naval 
patrols with Venezuela and in the Mediterranean. 

Russia, it seems, is back. But is it really? 

The country’s long-term trajectory is actually 
much less promising than that of other poten- 
tial centers of power—China, India, Brazil, and 
Europe—because of its numerous, variegated, 
deeply rooted, and chronic problems. 


Although Putin and Medvedev have pledged 
to increase the defense budget (a long-term plan 
to invest $200 billion was announced in 2007), 
the Russian military is but a shadow of the Red 
Army. Its armaments are aging and are not being 
replaced at the rate needed to achieve modern- 
ization; its recruits are unhealthy (many fail to 
meet the physical and mental standards for the 
draft) and are mercilessly hazed; abysmal pay 
and living conditions make for poor retention 
rates; and some submarines and warships have 
been mothballed or sold for scrap. In July 2009, 
the new and much-vaunted Bulava submarine- 
launched ballistic missile failed a test flight, for 
the sixth time. 

Russia can easily overcome its weak neighbors 
in Central Ásia and the Caucasus. Yet even its 
war with Georgia revealed the problems plaguing 
its military: aging equipment, poor intelligence 
(commanders appeared unsure of the whereabouts 
of Georgian forces), substandard aerial surveil- 
lance (which resulted in the loss of four aircraft, 
compared to one for Georgia), a dearth of night 
vision technology, and shoddy communications 
equipment. The wars outcome was determined 
not so much by the technical caliber of Russia's 
58" Army as by its numerical superiority. 

Á campaign against weak adversaries at home 
has not gone well either. The armed resistance 
in war-battered Chechnya has been weakened, 
and reconstruction has advanced, but the repub- 
lic remains volatile under the rule of a brutal 
Kremlin-backed warlord, and violence is spread- 
ing across the rest of the North Caucasus, befud- 
dling Moscow. 

Despite the strategic partnership now unit- 
ing Beijing and Moscow, China is the ascendant 
power. Moreover, China knows it, and views 
Russia with a measure of disdain. For all the 
hullabaloo about a Moscow-Beijing axis, trade 
between the two countries was a mere $35 billion 
in 2007, less than China's trade with Singapore 
and about equal to its trade with Malaysia and the 
Netherlands. By contrast, China's trade with the 
Americans amounted to $400 billion in 2008. 

Russia's weakness in relation to China is par- 
ticularly problematic for the remote and under- 
populated but resource-rich Russian Far East. 
With an area of 6.2 million square kilometers, it 
contains only 7 million people, and its high rates 
of death and emigration are expected to cut the 
population to 4.7 million by 2025. By contrast, 
the three adjoining Chinese provinces alone have 


some 160 million people. Although apocalyptic 
scenarios of Chinese conquest, or even a creep- 
ing takeover through migration, are just that, the 
Russian Far East will nonetheless enter China's 
orbit. Therefore, why should Beijing be so reckless 
as to seize it? 

Russia suffers serious domestic problems in 
the economic and social realms. Despite its post- 
2000 economic boom, Russia's share of global 
production is only 3 percent. It accounts for less 
than 2 percent of global trade, and absorbs and 
exports an equivalent amount of foreign direct 
investment. Moreover, over two-thirds of Russia's 
exports consist of energy, other raw materials, 
and arms. The economy as a result is captive to 
fluctuations in the prices of raw materials and 
energy. As oil prices plummeted, the Russian 
economy contracted by almost 8 percent in 
2009, ending the rapid growth that had occurred 
beginning in 2000, pushing millions back into 
poverty, and forcing the Kremlin to spend about 
half of its foreign currency reserves to defend the 
ruble. 

There is scant evidence 
that Moscow has used the 
bonanza provided by years 
of soaring oil prices to diver- 
sify the economy, modern- 
ize decrepit infrastructure, 
and reverse a decline in the 
country’s educational and 
heath care systems. Meanwhile, the malign effects 
of Russia’s oil wealth are evident: Authoritarianism 
and corruption have waxed while economic reform 
has waned. 

. If Russia's economic trajectory is uncertain, 
its social problems—which have become worse 
under Putin’s strong but inefficient state—are 
alarming. Because of high infection rates for 
tuberculosis and HIV/AIDS and a high incidence of 
alcoholism and cardiovascular disease, Russians 
are less healthy than they were several decades 
ago. The average life expectancy, 69 years in 1970, 
is now 65 for women and 58 for men. 

Indeed, the ratio of deaths to births since 1991 
has been 3 to 2, and the net population loss per 
year has been 675,000, reducing the population 
from 149 million in 1992 to 141 million in 2008. 
This has resulted not from the slower population 
growth rates that typically accompany growing 
affluence, but from the ravages of disease, sui- 
cide, poisonings, and accidents. By mid-century, 
Russia's population will be smaller, older, and less 





China has avoided the mistakes 
of other rising powers, such as 
Imperial Japan and Nazi Germany. 
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productive—in an age when the caliber of human 
capital is pivotal to economic potential. 


LATE RISERS? 

This assessment of China, India, and Russia 
suggests that those who expect a quick emergence 
of coequal competitors to the United States are 
mistaken in their view. But so are those who see 
a future of unchallenged, open-ended American 
dominance. Like previous preponderant powers, 
the United States has (unwittingly) enabled the 
emergence of challengers. The claim that we are 
witnessing not America’s decline but the rise of 
others is an amalgam of obfuscation and fence 
straddling. In fact, challenges to US power stem 
from America's internal problems as much as from 
other countries’ rise. And it is relative power that 
is decisive in world politics: Its shifts are what 
have ended the reigns of dominant states. 

To be sure, a truly multipolar world remains a 
distant prospect, given today's disparity in power 
between the United States and its rivals. Russia's 
development is an uncertain prospect. The ascent 
of China and India could be 
arrested, or even derailed, 
by the several constraints 
that those countries face, as 
well as by surprises. Brazil 
has become the world’s 
10%-largest economy and 
an industrial power, and it 
has bounteous natural resources—including big, 
untapped offshore oil deposits—but its influence 
will remain mainly regional Europe will likely 
be unable to act in unison, and Japan's economic 
might will not soon be supplemented by commen- 
surate military power and political influence. 

Nor will the United States face a unified coun- 
tervailing coalition. Despite the magnitude of its 
power, and the animosity generated by its arro- 
gance during George W. Bush's presidency, none 
of the middle powers, not even Russia, considers 
America the equivalent of past powers whose 
aggression provoked opposing alliances and cul- 
minated in war. The United States resembles 
Britain in the nineteenth century. It incites envy, 
anger, and occasionally alarm. But it is not feared 
as a persistent, clear, and present danger. Indeed, 
what worries many states is not US domination 
but US disengagement. 

In addition, the emerging centers of power are 
too divided to act in concert. India and China 
will vie for primacy in Asia. They have fought a 
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war and they share a disputed border. Japan will 
increase its military capacities and become less 
deferential to Washington, but the impetus for 
this shift will be Tokyo’s growing apprehensions 
about China’s power and its doubts about the reli- 
ability of US protection. As for the China-Russia 
strategic partnership, Beijing—well attuned to 
the arithmetic of power—does not consider it 
a credible anti-American alliance, but rather a 
marriage of convenience with a weak partner. 
The partnership keeps China’s northern flank 
quiet (in sharp contrast to much of the postwar 
era) and provides energy and arms. As for Russia, 
it risks becoming China's vassal if it writes off the 
United States—something its smartest strategists 
understand. 


THE END OF EMPIRE 

And yet, despite all this, America’s influence 
will diminish. Indeed, what gets lost in the 
debate about unipolarity versus multipolarity, 
with its arguments about changes in the distri- 
bution of global output, is that the United States 
will find it harder to translate its power into suc- 
cessful outcomes even as it retains an advantage 
in wealth and know-how. Diffusion will surely 
reduce America’s economic dominance, but even 
before that occurs, regional powers will try to 
thwart US influence, especially in their own 
neighborhoods, and with growing success. This 
is what once happened to Britain. 

By the end of the nineteenth century, the United 
States had achieved hegemony in the Americas, 
Russia had annexed Central Asia and become a 
competitor in Iran and Afghanistan, and Germany 
had sought mastery in Europe. In the twenty-first 
century, China and India’s influence will grow in 
Asia; Russia will remain a force to be reckoned 
with in Central Asia and the Caspian region; and 
Brazil will be powerful in South America. All this 
will happen at Washington's expense. 

Although predictions of Europe’s emergence 
as an independent, cohesive center of power are 
fanciful (consider its lackluster record of united 
action in international affairs since the end of the 
cold war), its dependence on the United States 
has declined. In the future it will become even 
less amenable to US leadership, even as it calls 
for more. NATO will not prevent this. The alliance 
no longer has a clear and compelling rationale. 
Schemes to reinvent it by switching its emphasis to 
missions beyond the continent will fail—just look 


at the two most prominent efforts at reinvention, 
related to the US-led wars in Iraq and Afghanistan. 
The first triggered a revolt led by France and 
Germany and divided the alliance as never before; 
the second demonstrated that, despite US pleas, 
few European states are willing to deploy their 
soldiers for active combat (as opposed to missions 
for peacekeeping and for providing security for 
reconstruction and elections). 

America’s new partners will chart their own 
course. Take India, for instance. Despite its wari- 
ness of China it will maintain a nuanced strategy 
and eschew any overt anti-China alliance, unless 
Beijing becomes bellicose. China will remain one 
of Indias largest trading partners, and plentiful 
political contacts will continue. Indians remain 
ambivalent about US power and do not want 
the American military ensconced in South and 
Central Asia; New Delhi will certainly oppose any 
US attack on Iran's nuclear complex. 

Indias position. on climate change—that the 
West bears prime responsibility for the problem 
and so should carry the main burdens of cutting 
emissions—comports with the positions of China 
and Brazil. In global trade negotiations, this trio 
will, as they have in the acrimonious Doha Round, 
lead the charge against what developing countries 
consider historic inequities, notably in agricul- 
tural trade. | 

The United States will also find it harder to 
get its way within international organizations. 
Washington's attempts to orchestrate tougher UN 
sanctions against Iran and North Korea to stop 
the formers uranium enrichment program and 
to dismantle the latters nuclear weapons will 
be stymied by Beijing and Moscow. Likewise, 
America’s efforts to gain approval for stiff pen- 
alties, to say nothing of military intervention, 
against regimes perpetrating atrocities will: be 
opposed by Russia and China, together with many 
developing nations, as violations of sovereignty. 
The World Trade Organization, the World Bank, 
and the International Monetary Fund, monu- 
ments to the American era, have not adapted to 
changes in the global distribution of power, and 
the United States will either have to cede more 
control to other countries or watch these institu- 
tions decline. 

Pax Americana is passing. The pace of change 
will be slow and we do not know what lies ahead. 
What is evident is that our existing maps are obso- 
lete and new mapmakers are scarce. E 
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hould Americans be worried that the inter- the world around themselves. They also help to 
national system is growing decidedly more indicate when and. why power is thought to be 
plural and less *hegemonic"? Can a more legitimate, and should therefore be obeyed out of 
plural world system be avoided, given the awak- duty rather than fear. 
ening of China, the integration of Europe, and the One of the principal reasons for the decline of 
revival of Russia? And what would be the cost of America's global hegemony in recent decades is the 
trying to avoid it? US military spending already is de-legitimation of US leadership. Power lacking 
roughly equal to that of the rest of the world com- legitimacy is greatly devalued. Even if significant . 
bined. Should America spend still more?  . elements of military and financial predominance 
As for US financial power, sustaining the dollar remain, that predominance is undermined. In 
has long depended on the goodwill of America’s such circumstances, adding to the raw elements of 
allies. Now the US economy depends heavily on power—spending more resources on the military 
China’s. Under these circumstances, it is hard to or borrowing more money—may actually weaken 
believe the United States can stand preeminently hegemony further. 
alone—Canute-like—in the face of what seems a But why has American power lost so much 
natural evolution toward multipolarity. of its legitimacy, and how is this loss related to 
Perhaps the question Americans should be changing fashions in the theories of states and 
asking. themselves is how to flourish in such their international relations? 


an environment, rather than how to deny it. 


Yet the nation’s geopolitical imagination seems HOBBES AND HIS CRITICS 


stubbornly inflexible. Why? One reason may For the sake of argument, let us consider 
be that Americans’ predominant conception of three major strands in theories of states and the 
international relations, does little to prepare their international system. Let us call the first strand 
collective imagination to accept or understand a Hobbesian—after Thomas Hobbes, the famous 
plural system. Instead, theorists and practitioners English philosopher of the seventeenth century. 
alike are possessed by a powerful vision favoring Since Hobbes assumed that conflict is endemic 
a Pax Americana—a global hegemony exercised to human nature, he emphasized the need for 
by Americans. sovereignty—some.supreme authority within the 
To a student of history, in love with the state able to suppress disorder. Similarly, peace 
rich and teeming detail of the past, theories of in an international system of interacting states 
international relations may often seem rather requires a hegemon—a single, dominant state. 
simple-minded. Nevertheless, the theories are For Hobbesians, legitimacy flows from power— 
themselves an important part of history.. They from the ability to suppress the conflicts that 
give insight into how actors and publics see otherwise afflict an anarchical system. Where 


such power is lacking, according to Hobbes, 
life is “solitary, poor, nasty, brutish, and short." 


DAVID P. CALLEO is a professor at Johns Hopkins University’s Hobbesians among contemporary theorists often 
School of Advanced International Studies. He is the author, 


most recently, of Follies of Power: America’s Unipolar Fan- call themselves realists. Given Americas swelling 
tasy (Cambridge University Press, 2009), from which this power over the past century, it is easy to see why 


essay is adapted. the Hobbesian school of international relations 
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has held great attraction for many American ana- 
lysts. - | 

Let us call the second major strand liberal. 
It involves another great English theorist of the 
seventeenth century, John Locke. Locke believed 
that the state exists to protect the rights of citi- 
zens—tights to life, liberty, and property. So long 
as rights are secured, a society of free citizens, 
each pursuing his or her self-interest, is naturally 
harmonious. Interfering bad elements—notably 
a corrupt government pursuing war abroad and 
violating the rights of citizens at home—should 
be removed by the majority of citizens. 

The portfolio of liberal rights has had a tenden- 
cy to grow. Adam Smith added to it the pursuit of 
wealth in a free market. Thomas Jefferson added 
"the pursuit of happiness." So-called *democratic 
peace theory" proposes a liberal bonus: Republics, 
Immanuel Kant preached, will tend not to fight 
with one another. 

The third strand may be best described as 
constitutionalism. Passed on from the Middle 
Ages through writers like Hooker, Montesquieu, 
Madison, and Burke, it was 
greatly enriched by Rousseau's 
theory of the “social contract” 
and by idealist nationalist 
writers like Herder, Hegel, 
Coleridge, and Mazzini. 
Constitutionalists agree with 
Hobbes that human societ- 
ies and states are inclined to conflict, but they 
believe that conflict can be overcome—first of all 
by a judicious balance of power within and among 
states. 

For many later constitutionalists, the balance 
of power alone is not enough. To retain its legiti- 
macy, a regime must not only honor checks and 
balances but also enjoy a working consensus 
among various interests, loyalties, and identities. 
Constitutionalists thus emphasize not only insti- 
tutions that favor self-restraint and habits of com- 
promise, but also a search for collective interests. 
In its prescriptions for international relations, 
this school inclines toward *concert diplomacy" 
and cooperative and “multilateral” organizations 
generally. 

It might seem natural that analysts who fol- 
low one school for defining the legitimacy of 
power in the domestic state ought logically to 
apply the same theory in determining legitimacy 
within the interstate system. In other words, a 
liberal at home should also be a liberal abroad, or 





Europe is disposed to coming 
to terms with a plural world; 
the United States is not. 





a Hobbesian abroad should also be a Hobbesian at 
home. In fact, this is often not the case. American 
political thought has long featured an incongruity 
between principles for governing a state internally 
and principles for governing a system of states. 

This discontinuity has worked mainly to favor 
Hobbesian views of international relations. While 
the influence of Hobbes has faded in the evolving 
constitutionalist and communitarian vision of the 
domestic nation-state, it has remained the staple 
element in theories of the international state sys- 
tem. Hobbesians have been able to argue convinc- 
ingly that the state system is most emphatically 
not a community with a stable consensus. Rather, 
it is a close approximation of Hobbess vision of 
unremitting conflict. 


WAR OF ALL AGAINST ALL 


Seeing the international system as Hobbes’s 
anarchical state of nature implies a Hobbesian 
solution—a hegemonic power, able to keep order 
among otherwise quarrelling states. Indeed, 
Hobbesians believe a balance of power is a poor 

substitute for a hegemon. 
: When states lack a hegemon 
and all are condemned to rely 
on their own power, the result, 
Hobbes taught, is the *war of 
all against all." 
The Hobbesian view of 
hegemony, of course, encom- 
passes soft as well as hard power (soft power 
being the ability to convince others through 
attraction or persuasion rather than coercion). 
Ideological prestige and cultural attractiveness 
augment a hegemon’s authority and coercive 
prowess. Above all, Hobbesians are inclined to be 
mercantilists. For them, economic power is itself 
a form of hard power, vital for sustaining military 
force. Economic sanctions, moreover, may be used 
to coerce other states. Hobbesians tend to see the 
global economy as relentlessly competitive—often 
a zero-sum game among states. Trade is war by 
other means. It is this view of the world economy 
that distinguishes Hobbesian hegemonists most 
clearly from classical internationalist liberals. 

Today's descendants of classical liberals reject 
the Hobbesian view of a relentlessly conflictual 
state system, just as they reject the mercantilist 
view of zero-sum market competition. Instead, 
they stress the growing prosperity of an integrat- 
ing global economy. Like domestic liberals, they 
see harmonious progress as the natural outcome 


of free competition, after economic and political 
monopolists are removed from the system. 

It is now common to present these old liberal 
arguments as peace theory, wrapping them in fash- 
ionable globalist rhetoric. In today’s version of 
liberalism, economic development is supposed to 
bring about a progressive restriction of state sover- 
eignty. The global economy offers more and more 
scope for private international organizations. As 
they intensify their commercial and political activ- 
ities, they progressively open up national societies 
and economies to outside forces. 

Governments in turn find themselves mar- 
ginalized as international actors. As their abil- 
ity to interfere with the market is increasingly 
curtailed, the old mercantilist states grow unable 
to pursue their traditional preoccupation with 
power. Privatized competition and the activism of 
nongovernmental organizations lead to a benign 
“interdependence”—an environment that makes 
warfare difficult and unprofitable. 


THE CONSTITUTIONALIST CASE 

In some respects, these old Hobbesian and lib- 
eral arguments about the state system seem not to 
have advanced much since the eighteenth century. 
In their pure forms, the rival models risk seeming 
irrelevant—the Hobbesians perversely pessimistic 
and the liberals artlessly naive. Constitutionalist 
ideas about the state system seem more creative. 
The most ambitious of the constitutionalist efforts 
have called for a sort of global government—the 
League of Nations and the United Nations. But 
the most successful interstate structure has been 
regional—the European Union. 

The EU springs from Europe's history. It embod- 
ies the vital idea that Europe is now a community 
of nations deciding to travel together through 
history. Like a nation-state, the EU has been 
customized to fit its participating societies, their 
histories, cultures, geographies, and economies. 
The EU represents a highly creative reaction by 
Europe’s nation-states to their reduced status in 
the world. Above all, it constitutes their reaction 
to the destructive traumas that they inflicted on 
themselves in the past century. 

In some respects, European states have yet to 
recover from World War I. Its hideous destruc- 
tion and brutality, brought on by an explosion 
of unmeasured ambitions, were a terrible defeat 
for the rational and principled conduct of human 
affairs. In several major countries—Russia, Italy, 
Germany, Spain, and even France—the break- 
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down of the state system reverberated to destroy 


the constitutionalist states themselves, opening 


the way to lunatic alternatives. Thereafter, and for 
most of the twentieth century, the Western consti- 
tutional state found itself severely challenged by a 
variety of “totalitarian” models. 

In the end, however, the constitutionalist model 
survived its fascist and Soviet rivals. Arguably, that 
was the real significance of the Soviet disinte- 
gration. It marked not merely the defeat of the 
totalitarian model but the triumph of the Western 
nation-state. Yet, as painful experience had made 
clear, Europe could not preserve its system of 
constitutional nation-states without building a 
regional superstructure to confine conflicts. 

This is what Europe’s states have been attempt- 
ing with their union. If from today’s EU we try 
to infer a theory of international relations, we 
emerge with a complex hybrid. The constitution- 
alist builders of the EU, like Hobbesians, can claim 
to have a realist view. Unlike the old-fashioned 
liberals, they do not anticipate an automatic and 
perpetual peace among nations. But like liberals, 
they believe the EU’s function is to defend human 
rights. And unlike Hobbesians, the states that 
have built the union have not sought a benevolent 
hegemon. 

Neither, however, are they seeking to dissolve 
themselves in a federation. Instead, they maintain 
a collaborative balance of power—in which no sin- 
gle state or combination of states can easily domi- 
nate the others, and all are compelled to search 
for common inierests. The result is a confederal 
interstate system with institutions that encourage 
mutual appeasement. 


EUROPE FOR EXPORT? 


To what extent can Europe's postwar experi- 
ence with multinational institutions help bring 
order to the increasingly plural world system that 
is unfolding in the twenty-first century? This 
question can be broken into three parts: Can 
Europe be a model for other regional systems? 
Can Europe be a model for the global system as a 
whole? And what role is a successful EU likely to 
play in the global system? Inseparable from this 
last question is the issue of Europe’s future rela- 
tions with America. 

The EU's present difficulties—including ten- 
sions between new and old members and small 
and large states—should make clear that its model 
cannot be transplanted easily, particularly to 
regions without comparable historical experiences 
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and cultural ties, or with radically different politi- 
cal and economic infrastructures. Nevertheless, in 
regions not predisposed to accept the hegemony 
of a big neighbor, Europe is perhaps a model with 
something to offer. And even in a neighborhood 
with a dominant country, the European model 
suggests a multilateral constitutional and regula- 
tory framework that may overcome raw hege- 
monic power and produce regional governance in 
the general interest. 

The EU does already have significant region- 
al imitators, in particular the Association of 
Southeast Asian Nations (ASEAN) and ASEAN+3 
in Asia, and Mercosur in Latin America. Probably 
the most significant geopolitical use of the 
European model lies in Chinese attempts to create 
a geostrategic concert in Eurasia—the Shanghai 
Cooperation Organization (SCO), which includes 
Russia, China, and Central Asian nations. China 
has also been trying to bring India and Iran into 
this nexus—inviting them, for example, to attend 
SCO meetings as observers. 

China’s aim presumably is to preempt the 
United States from build- 
ing an implicit anti-Chinese 
alliance within China's own 
neighborhood. But the most 
exalted hope for the SCO is 
that forming an indigenous 
concert might foster in Asia 
the cooperative regional atti- 

tudes, habits, and structures 
. typical of postwar Western Europe. 

Thus, rather than a bipolar Asia divided between 
American and Chinese spheres of influence, a 
cooperative Union of Asian States might one day 
emerge. The critical test of this idea is probably 
whether China and Japan can achieve a genuine 
reconciliation and partnership. If this were to 
happen, it might have the same catalyzing effect 
for an Asian Community that the Franco-German 
entente has had for the EU. The idea has been 
fermenting in Japan as well as in China. A new 
Japanese government may advance it further. 

Would a balanced Asian Union of this sort 
serve either America’s strategic interest or 
China’s? It would not if either country were 
aiming to dominate the region. But it would be 
ideal if both China and the United States were 
primarily interested in finding a way to stabilize 
the region, with a low risk of war and without 
a perpetual arms race. Any economic integra- 
tion that emerged as a by-product might well be 





The election of Barack Obama 
in 2008 seemed to prefigure 
a more graceful American 
acceptance of plural relationships. 


a bonus for the whole region. As things stand, 
an implicit anti-American bias is perhaps the 
Shanghai projects greatest weakness. Indeed, 
without the United States as a balancing force, 
fear of China seems likely to stand in the way 
of intimate regional collaboration. But a bigger, 
more open Asian Union, with room for not only 
Japan, India, and’ Russia, but also Europe and, 
in some fashion, the United States itself, might 
help to keep China’s too-powerful embrace from 
threatening to suffocate its neighbors. 


RETHINKING THE UNITED NATIONS 

This hope of blending global elements in a 
regional system brings us to our second question: 
Could Europe’s system be a model for the global 
system itself? Surely, no one should expect a glob- 
al-scale EU. But conceivably the EUs experience 
has something to offer the United Nations. 

Politically, the two organizations are very differ- 
ent. In the EU, all 27 member states are formally 
equal. All sit in the European Council. While 
various schemes for weighted voting have been 
introduced, in theory each 
state has a veto. The UN, 
by contrast, has over 190 
member states. All sit in 
the General Assembly, but 
real authority normally rests 
with the Security Council, 
and more particularly with 
its five permanent members, 
each with a right of veto (Britain, China, France, 
Russia, and the United States)—all historic great 
powers with serious nuclear deterrents. 

Permanent membership in the Security Council 
has remained frozen since the body was estab- 
lished in 1945 (other than substituting the 
People’s Republic of China for the Taiwan-based 
government in 1971). None of the defeated Axis 
great powers of World War II—Germany, Italy, 
and Japan—has yet been admitted to permanent 
membership. Neither have the nascent great pow- 
ers that are likely to emerge in our new century— 
giant states like Brazil and India. In effect the UN, 
given its present configuration, has little chance 
of evolving into the global concert of great powers 
that the plural world of the twenty-first century 
should have. This points to an old issue. 

At the very beginning of the UN, Franklin 
Roosevelt and Winston Churchill disputed the 
character and function of the Security Council. 
Roosevelt saw the UN as instrumental—a kind of 


multilateral machinery needed for global gover- 
nance based on liberal principles and American 
power. Its purpose was to legitimize Americas 
leadership and provide allies to defeat “aggres- 
sion.” Together with the International Monetary 
Fund and the World Bank, it would defend a 
liberal and integrated global order installed by the 
United States. 

Churchill, by contrast, saw the Security Council 
as a political concert, with a variety of indepen- 
dent great powers, each with particular regional 
responsibilities. Churchill insisted, for example, 
that France be:made a permanent member, with 
a veto—a move Roosevelt resisted. As Churchill 
saw the Security Councils function, it should 
promote peaceful adjustments among the differ- 
ent political and economic blocs built around the 
great regional powers. 

At heart, the issue was whether the UN's machin- 
ery would imply and reinforce a hegemonic or a 
plural world system. Within a few years, the cold 
war suppressed this Western argument. Stalin 
forced the West into a single bloc and transformed 
the UN into a much more bipolar arena. Now, with 
the cold war over, the old Western argument has 
seemed ready to resume. The Iraq War may prove 
to have been the catalyst. 
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Recent history gives hints as to how the UN 
might function as a concert in a plural world sys- 
tem. In particular, it suggests answers to our third 
question: How would a stronger Europe affect a 
plural world system? In 2003, during the Security 
Council debate over the US invasion of Iraq, con- 
tinental Europe’s two leading powers—France and 
Germany—challenged the United States and were 
supported by two Eurasian great powers—China 
and Russia. 

The confrontation suggested a new era of geo- 
political flux and afforded a glimpse of a new con- 
figuration of global power. Momentarily, at least, 
the UN Security Council was proclaiming its plural 
nature. Public cpinion around the world seemed 
strongly negative toward the war. Nevertheless, 
the United States, joined by Britain, went ahead 
with its invasion and was able to “punish” France 
and Germany bv exposing the EU's own disunity. 

Subsequent events have worked toward heal- 
ing the transatlantic breach. The United States 
and “Old Europe” were united by a desire to limit 
the damage from America’s military and diplo- 
matic failures. At the same time, European states, 
including the increasingly disillusioned British, 
have found further incentive to mend their own 
unity. As American and Israeli policy toward Iran 
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seemed to point to a general regional conflagra- 
tion, European diplomacy, once more drawing 
support from Russia and China, began to assert 
itself with unaccustomed force. The United States 
gradually found itself maneuvered into new posi- 
tions toward Iran, Lebanon, and Palestine. By late 
2006, it was possible at least to imagine the world 
being run by a concert. 


REBALANCING THE WEST 


Meanwhile, the unipolar worldview has been on 


the defensive in the United States itself. By 2007 . 


the administration of George W. Bush seemed to 
understand the need for allies and adopted, at 
least superficially, a more multilateral and concil- 
iatory style in dealing with its European partners. 
Both sides of the West seemed more aware of the 
dangers of their own disunity The election of 
Barack Obama in 2008 seemed to prefigure a more 
graceful American acceptance of plural relation- 
ships. And the financial crisis that spread across 
the globe last year has, so far, greatly reinforced 
acceptance of mutual dependency. 

Brave hopes revive 
sporadically that Europe 
may finally be generating 
a more effective military 
power of its own. Britain 
and France have been 
refashioning their mili- 
taries since the 1990s; 
Germany, reluctantly sometimes appears to be 
joining them. Real results remain to be demon- 
strated. Yet, without a renewed Russian threat, an 
increasingly powerful Europe may simply mean a 
more divided West. The result will depend on how 
relations develop between the United States and 
Europe, as both face the need for a new relation- 
ship with Russia, the Muslim world, and a new 
world system in general. 

European states have tended to have an 
approach toward international relations funda- 
mentally different from that of the United States. 
The European approach is mutual appeasement, 
organized through constitutionalist structures. 
The strategy is to bind up neighbors in an expand- 
ing multilateral network of mutually beneficial 
rules and bargains. American critics fault this 
European approach for basing security on the 
wiles of Venus rather than the strength of Mars. 
Europeans take this approach, it is suggested, 
because they lack the strength or determination 
to do otherwise. 


Purging America's political imagination 
of its unipolar bias is a task for 
liberals and conservatives alike. 


But the difference of approach mirrors the fun- 
damental distinction between America's unipolar 
view—preoccupied as it is with hegemonic mili- 
tary and economic power—and the constitution- 
alist perspective embodied in the EU. Europe is 
disposed to coming to terms with a plural world; 
the United States is not. 

These contrasting approaches have tended to 
be mutually self-defeating. When Europeans have 
denied legitimacy to American strength, they have 
devalued it. When Americans have thrown their 
weight around the world, they have created an 
embittered atmosphere that discourages European 
efforts at organized conciliation, while dividing 
Europeans from one another. | 

Both Americans and Europeans require a fresh 
retuning of their political imaginations. Both need 
to expand their visions beyond the confines of 
their postwar experiences and roles. Unfortunately, 
both show a strong tendency to remain frozen in 
admiration of their past accomplishments. Both 
Europe and the United States see their postwar 
experience as an unprecedented success, albeit in 
Opposite ways. 

Europe built its 
union. Its states turned 
inward—away from their 
long-standing and near- 
suicidal competition for 
global power. Together 
they tamed their inner 
devils and constructed a cooperative regional 
system permitting unprecedented domestic devel- 
opment and social peace. Postwar America's 
accomplishments lay in a different direction. The 
United States turned outward—to build a global 
economy and to protect Europe and Japan from 
the great external evils that threatened them. 

Neither the United States nor Europe could 
have succeeded without the assistance of the 
other. Europes great experiment with internal 
healing was unlikely to have worked without 
Ámericas protecting presence, which gave the 
wounded West European states the security to 
cooperate. At the same time, Europe's internal 
peace and prosperity made a relatively open global 
economy possible, while the Atlantic alliance 
reinforced and legitimized America’s world lead- 
ership. NATO provided a multilateral structure 
that helped the United States use its new power 
well. With Europe's collaboration and assistance, 
America could finally fulfill its Wilsonian dream 
of leading the world by invitation. 


For both the United States and Europe, how- 
ever, too much success in the twentieth century 
has become a danger in the twenty-first. Both risk 
being trapped in unproductive nostalgia. That the 
United States will continue playing a leading role 
in any future world system goes without saying. 
But an American imagination that remains obsti- 
nately fixated on overblown Roman dreams creates 
enemies rather than friends. It blights prospects for 
a concert of cooperative powers. Indeed, it arouses 
and confirms ancient patterns of frightened and 
uncompromising national egoism that substantiate 
the Hobbesian view of international relations. 


EXORCISING DEMONS 

By now, we should know how much America’s 
continuing anxious pursuit of hegemony threatens 
our prosperity and crowds our liberty. We should 
recognize unipolar views for what they are: facile 
doctrines that mask a too ardent taste for domina- 
tion. To be worthy and successful at leadership in 
a plural world, the United States must exorcise the 
demon of unipolarity. 

Purging America’s political imagination of its 
unipolar bias is a task for liberals and conserva- 
tives alike. Liberals will have to overcome their 
traditional vice—enthusiasm for arrogant abstrac- 
tions rolled forward, heedless of what is trampled 
in the process. Conservatives will need to rediscov- 
er their traditional virtues: a constitutional respect 
for institutions and balance and for good manners 
within and among nations, together with a healthy 
reserve toward overheated and self-serving ideal- 
ism. With luck, liberals and conservatives together 
can help America adapt to a new, more plural inter- 
national environment—to become less assertive 
and more self-confident. : 

At the same time, Europe has its own trans- 
formation to make—to consolidate its own unity 
and accept the responsibilities of its own great 
resources. If America is too strong for its own 
good, it is not least because Europe remains too 
weak. Nothing condemns the United States and 
Europe to being antagonists. Quite the contrary. 
But saving their friendship requires a better bal- 
ance between them. At present, each often caters 
to the worst features of the other. Imperious 
America, bemused by its unipolar fantasy, encour- 
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ages European passivity and free-riding. Rich 
Europe, weak and divided, is a regular provoca- 
tion to America’s worst side—a standing invita- 
tion to overextension. 

A strong Europe is thus essential not only for 
protecting Europe’s interests in a challenging 
world, but also for America to recover its own 
inner equilibrium. Like all great powers, the 
United States needs to be checked and balanced. 
Keeping power in check at home requires bal- 
ancing it abroad. Balance among states requires 
balance within them. Two world wars exacted a 
terrible price before Europe’s states learned this 
lesson. Their expensive education led to the EU. 

Their subsequent progress suggests a more gen- 
eral lesson from history: Among states, as among 
individuals, balancing is often better done among 
friends than between enemies—in a cooperative 
rather than a zero-sum relationship. To be Europe’s 
stabilizing friend was America’s vital postwar role. 
Europe must now assume that role for the over- 
stretched and disoriented post-Soviet America. 
The Iraq misadventure showed how urgently 
America needs to be contained by its friends—by 
those who share the values of liberty at home and 
respect for the rights of other peoples. 

Restoring balance to America requires more 
political and military weight for Europe. To suc- 
ceed, each will need the other. When America and 
Europe are genuinely together, the experience of 
each side can hugely enrich the other. When they 
are apart, each repairs to a dangerously provincial 
worldview, inadequate for the challenges that lie 
ahead. 

If the West is unable to build and sustain 
a collaborative equilibrium within itself, the 
prospects for concord in the rest of the world 
are grim. But if America's political imagination 
regains its balance, and Europe rises to the occa- 
sion, there may be hope that a rebalanced West 
can accommodate the new Asia in a multipolar 
international system and perhaps even avert a 
dismal degradation of the earth's environment. 
The twenty-first century may then come to 
reflect Europe's new model for peace and not its 
old model for war. By contrast, attempts to cling 
to American hegemony would promise a future 
both unsuccessful and unworthy. n 
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“Given the growing limits on both American and Western power, the United 
States will have to learn to live with unpleasant states and avoid an infinitely 


| elastic sense of its interests and power.” 
{ 4 
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The Washington Bubble: 
Why US Foreign Policy Is Oversized 


STEPHEN E SZABO 


he popping of the Wall Street and hous- any other city in the world. Yet the foreign policy 
| ing bubbles over the past year mesmerized -and political elite distorts what it finds to fit the 
America and much of the world. Few have preferences, interests, and ambitions of an impe- 
noted, however, the existence of another bubble—a rial culture. Although the Bush era has passed 
foreign policy bubble in Washington. This bubble and President Barack Obama speaks now of mul- 
has yet to burst, and it needs to be punctured. tilateralism and alliances, most in Washington 
Economic woes have provoked much discus- are rethinking only stylistic questions, not fun- 
sion about America’s domestic policies, but the damental ones. This is dangerous in a world that 
foreign policy establishment in Washington has America can no longer dominate. 


not grappled seriously with the importance of 


economics in foreign policy. Indeed, as prospects THE DREAM OF HEGEMONY 


for economic growth begin to brighten somewhat, The unipolar triumphalism of the past two 
most analysts and policy makers in the American decades was based on a number of factors. First, 
capital underestimate the foreign and security US economic dominance was unchallenged. The 
policy implications of the recent economic cri- US economy was twice as large as the second- 
sis—a crisis that was structural, not cyclical. As a largest economy, Japan’s. Reinforcing this domi- 
consequence, they fail to see a profound change nance were America’s unrivaled human and 
that is under way regarding America’s place in the technological resources. 
international system. Second was the fact of US military dominance. 
One of the paradoxes of globalization is that, Proponents of American primacy noted with pride 
despite the ever-growing role of the rest of the that US military spending was greater than that 
world in American life, Washington continues to of the next 20 countries combined. The United 
see the world through its own lens and.is continu- States was able to achieve this position, more- 
ally surprised and disappointed when the world over, while devoting only 3.5 percent of its GDP 
refuses to conform to its expectations and para- to .defense. America was unique in its ability to 
digms. This is the product of. what Fareed Zakaria project military power around the globe. 
has labeled an “imperial policy,” which extends Third, US power did not result in countervail- 
far beyond the excesses of the departed George ing alliances, as is usual when a predominant 
W. Bush administration. It reflects the reflexes, power emerges. Most of the other great powers, 
assumptions, and blind spots developed over 50 rather than balancing,- jumped on. the American 
years of global hegemony. bandwagon. This was because the United .States 
The foreign policy expertise, both regional and was seen as a power more obsessed with exit 
general, in Washington is probably unsurpassed in strategies than with domination. America, located 


safely offshore and far away from most of the rest 


s ES th behectorol ie of the world, was an acceptable and benign hege- 
TEPHEN F SZABO, tne executive director o e iransatian- : : « » . 

tic Academy, is the author of Parting Ways: The Crisis in nies It enjoyed considerable soft power,” with 
German-American Relations (Brookings Institution Press, its attractive political ideals and mass culture. 
2004). Also, its main potential rivals—China, Russia, 
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Japan, India, France, and Germany—would set 
off counterbalancing ‘coalitions if they strove for 
regional hegemony. 

Fourth, the combination of all these factors 
made America a unique power, distinct from other 
nations because it was powerful in all of these 
dimensions simultaneously. . 

What is remarkable today is how quickly all of 
this has collapsed. The most important factor in 
the collapse is the decline of American economic 
dominance. The federal budget deficit for fiscal 
2008, which ended September 30 last year, was 
$455 billion, or 3.2 percent of total economic out- 
put. The 2010 deficit will be over $1.8 trillion—or 
close to-13 percent of projected economic output, 
with the country trying to pull out of a recession 
and fighting a two-front war. During the 1980s, 
the deficit peaked at about 6 percent of economic 
output, and-economists consider anything above 
about 3 percent to be worrisome. 

The mounting deficit is adding to an already 
dangerous level of national debt. America's federal 
government currently faces a debt of over $10 
trillion and the prospect of a number of years of 
budget deficits exceeding 
$1 trillion annually. The 
banking crisis alone will 
cost the United States 
between 15 and 25 id 
cent of GDP. 

Age-related epu di 
which consumes about 
12 to 13 percent of currént GDP, will rise to-about 
23 percent of GDP in coming decades, depending 
on the details of health care reform. Due in part to 
an aging population and increases in health care 
spending, the Congressional Budget Office proj- 
ects that federal spending will go from about 20 
percent of GDP to 26 percent by -2020, assuming 
full employment. 

The bottom line is that America is spiraling 
deeper into debt in a'new global economic envi- 
ronment that makes the United States increasingly 
- dependent on foreigners to finance that debt. The 
total amount of money owed to foreign govern- 
ments and investors currently stands at over 
$3.3 trillion (with an increase of $600 billion in 
one year). China holds close to $800 billion of 
America’s debt, while Japan holds $677 billion. 

US demand for additional foreign financing is at 
some point likely to exceed foreign willingness to 
provide these funds. This means that a reflation- 
ary period is likely to follow the recovery from 


Less than 3 percent of the world’s 
population growth over the next 
20 years will occur in Western nations. 
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the current economic crisis, with transformative 
consequences for the value of the dollar and its 
role as a global reserve currency. 


FISCAL REALITIES 

In terms of foreign policy and defense, the 
first Obama defense budget request for fiscal year 
2010 totaled $663.8 billon, including discretion- 
ary spending for the wars in Iraq and Afghanistan. 
Although defense spending as a portion of GDP 
remains below cold war standards (the 45-year 
average for that era was 5.3 percent, and the high 
was 9 percent in the early 1960s), it has climbed 
from 3.0 percent.to 4.7 percent of GDP in this 
decade. Obama’s defense budget is double that of 
fiscal year 2001, but he is trying to hold the line 
at 4 percent for the current fiscal year and projects 
a reduction to 3 percent of GDP by the end of the 
next decade. A decision by Obama and Defense 
Secretary Robert Gates to kill the expensive F-22 
fighter program is a sign the administration wants 
to curb defense spending. 

However, the administration ‘also sought to 
add $53.9 billion for international affairs (foreign 
policy and foreign assis- 
tance funds), an increase 
of 11 percent, largely 
for soft power instru- 
ments of foreign policy 
directed by the State 
Department and the 
Agency for International 
Development. This is notan insubstantial commit- 
ment of US resources—and it needs to be looked 
at with fresh eyes, with a view to the role that the 
United States can and should play in an increas- 
ingly multipolar international environment. : 

Many of the proponents of US unipolarity, argu- 
ing their case on the basis of Americas economic 
primacy, have suggested that it would take an 
experience like Japan's "lost decade" of growth 
to bring the United States back to the rest of the 
pack. The leading exponent of unilateralism, 
the columnist Charles Krauthammer, declared in 
2002 that if America did not wreck its economy, 
unipolarity would last 40 years. Well, we are well 
on our way and it has taken only a few years. 

Already China and America are tied together in 
an economic version of mutual assured destruc- 
tion that belies any talk of unipolarity. Each of 
the two is so dependent on the other that they are 
both deterred frcm taking strong action against the 
other. American strategic options are already con- 
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strained by dependence on Chinese investment to 
the point that the Obama administration has cut 
back on its human rights critique of China, and 
has shaped its financial rescue packages to reflect 
Chinese concerns. This sort of realism serves US 
interests, but it comes at a cost to the American 
sense of exceptionalism. 

In short, for economic reasons, US foreign 
policy is likely to be more constrained than at any 
time since the end of the cold war. American for- 
eign policy tends to mirror fiscal realities. When 
the economy and the US budget are in an expan- 
sive phase, as they were during the presidencies 
of John Kennedy and Lyndon Johnson and during 
the Ronald Reagan era, the country’s foreign poli- 
cy tends to be expansionist and ambitious. During 
periods of retrenchment and low growth—the 
tenures of Richard Nixon and Jimmy Carter come 
to mind—uS policy is likely to be more cautious 
and to limit new commitments. 

Because the United States is facing a struc- 
tural rather than a cyclical crisis, it is unlikely to 
emerge as strong as it was going in. Indeed, the 
economy was not as strong a | 
few years ago as it appeared 
at the time, given its reli- 
ance on debt and the result- 
ing housing bubble. Little 
of the economic growth the 
country experienced in the 
past decade was real, and 
the American consumer is unlikely to be the 
growth engine that he or she was in the past. This 
will have profound consequences for the global 
economic system, as Ámerica shifts from consum- 
ing everyone else's exports to focusing more on 
exports—like the rest of the world's economies. 


FROM MARS TO VENUS 

In addition to the fiscal problems facing the 
United States, American military dominance is 
also less pronounced than it was before the Iraq 
and Afghan wars. The US military is overstretched 
and in need of rest and restructuring. The all- 
volunteer military is exhausted by long and mul- 
tiple deployments, and its force structure remains 
better suited for either major conventional wars 
or quick and low-casualty affairs like the ousting 
of Iraq from Kuwait or the conflict in Kosovo. A 
major conflict on the Korean peninsula, across 
the Taiwan Strait, or in Iran could be too much 
for this overburdened and undermanned force to 
manage. Furthermore, a military engagement such 


Washington's imperial culture will 
prove extremely dysfunctional in a 
world of diminished US power. 


as these, or another attack on the United States 
similar to 9/11, would place enormous strain on 
an already weak economy. 

The limits of America’s will and on its use of 
military force are now glaringly apparent. The 
US public is likely to experience a post-Iraq and 
post-Afghanistan fatigue, which—combined with 
the strong pull of domestic priorities—will create 
a more inward-looking American citizenry and 
Congress. Public opinion surveys, such as those 
taken by the Pew Research Center in 2008, find 
that over 60 percent of Americans want the Obama 
administration to focus on domestic policy. 

More Americans than before the Iraq War 
believe that the best way to reduce the terror 
threat is to reduce Americas military presence 
abroad. A generation of Americans accustomed to 
quick and relatively easy wars has now seen the 
downside of war. It is unlikely that they will prefer 
Mars to Venus in the near- to mid-term future. 

At the same time, a steep decline over the past 
decade in America’s soft power (the ability to get 
what you want by attracting and persuading others, 
rather than coercing them) 
has important consequenc- 
es for the country’s global 
leadership role. The Obama 
administration understands 
this and is trying its best to 
return to the older tradition 
of American diplomatic and 
alliance policies. But the world in general is less 
inclined to see America as a benign power because 
of its preemptive war against Iraq and its flaunting 
of international law and global governance regimes 
during the Bush administration. 

In addition, the discrediting of the US economic 
model as a result of the recent economic crisis has 
weakened an important element of US soft power. 
A recent Pew global survey found that most 
countries tend to blame their economic woes on 
America and its style of casino capitalism. 

This makes the rise of countervailing powers, 
if not countervailing coalitions, more probable 
than in the past. In the pre-Bush years, America 
was able to achieve its goals with a multilateral, 
institutional approach that helped limit feelings 
of resentment. Again the Obama administration 
realizes this, and is seeking to achieve US goals 
within a broad multilateral framework. The 
upgrading to cabinet status of the US ambassador 
to the United Nations is one indication of this 
new approach (which is really a return to the 


approach followed by presidents from Franklin 
Roosevelt through Bill Clinton). Even so, in the 
face of severe resource constraints and a new 
international environment, not all of the damage 
to America’s standing can be repaired. 

This does not mean that cohesive alliances 
against the United States will necessarily form, 
given the competition among powers such as 
China, India, Pakistan, and Russia. It does mean 
that the world is now less manageable, and 
American influence will be more limited than at 
any time since it became a global power. 

The world is becoming a global multipolar 
system for the first time in history. Globalization 
means the end of the Western-centric system that 
has dominated international politics for the past 
300 years. The West will be a smaller and less 
powerful player in the world system by the middle 
of this century. This relative decline has already 
started in demographic terms. Less than 3 percent 
of the world’s population growth over the next 20 
years will occur in Western nations. 

In addition to demographic decline, most sce- 
nario exercises and policy planning studies—like 
the US National Intelligence Council’s 2008 report, 
Global Trends 2025: A Transformed World—foresee 
a relative decline in Western economic, political, 
and military influence over the next half century. 
The combined GDP of the so-called BRIC nations 
(Brazil, Russia, India, and China) is projected to 
equal that of the Group of Seven nations by 2040. 
Non-Western emerging markets already hold 75 
percent of the world’s foreign exchange reserves. 


INFLATING THE BUBBLE 

Despite these fundamental, structural changes, 
the Washington bubble is more likely to burst than 
to be gradually deflated and smartly readjusted. 
This is due to a number of factors. First, vested 
interests are involved. The foreign policy and 
national security communities have an interest 
in maintaining an overextended US global role. 
They have all been socialized into a hegemonic 
worldview and.believe that if America does not 
lead, nothing: will get done. If the United States 
turns inward, these elites will lose influence and 
` their sense of self-worth. This view is reinforced 
by many foreign governments that benefit from 
the public goods created by the American role. As 
long as the US taxpayer carries the international 
security burden, their own citizens have a lighter 
load and these governments can focus on their 
own economic and social priorities. 
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Meanwhile, vested interests in the US national 
security establishment make it highly unlikely 
that serious cuts in defense spending will occur. 
Most congressional districts have an economic 
stake in military contracting, and members of 
Congress will continue vigorously defending 
these stakes. The arguments for saving defense- 
related jobs only grow louder during hard eco- 
nomic times; opportunity costs for other uses of 
federal money are ignored. So, while the Obama 
administration may try to reorient US priorities, 
it faces an uphill battle. 

A second reason that the Washington bubble 
endures has to do with the culture of policy mak- 
ing. To be taken seriously in Washington's foreign 
policy circles, you have to be “tough.” This atti- 
tude may partly reflect the predominance of males 
in the foreign policy elite, as well as the fact that 
the military has played such an important role in 
US foreign policy. In any case, the toughness factor 
means-it is relatively easy to discredit people who 
advodate negotiation or other forms of accommo- 
dation to the often nasty realities of international 
politics. Democrats have been especially vulner- 
able to this charge and have tended to want to 
demonstrate their bona fides. 

Obligatory toughness is just one dimension of 
the imperial culture in Washington, which deni- 
grates as appeasement or worse any compromise 
with or accommodation to outside forces. This 
same culture also fosters the excessive preachiness 
and moralism that so many non-Americans find 
grating. The extreme polarization of American 
politics feeds the culture of toughness and recrim- 
ination. And again, a number of foreign allies 
make use of this culture to pursue their own 
agendas. Israel and Georgia are two examples that 
come to mind. 


THE IMPERIAL CULTURE 

Washington’s imperial culture will prove 
extremely dysfunctional in a world of dimin- 
ished US power and influence, and US policies 
will be increasingly ineffectual as well. An inter- 
esting question is whether the economic crisis 
and the shaking of American self-confidence 
will discredit the toughness argument. The lack 
of any bounce for Senator John McCain follow- 
ing his declaration, during the 2008 presidential 
campaign, that “we are all Georgians” may be a 
sign that the American public understands the 
link between this attitude and an overcommit- 
ment of national resources. 
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Third, domestic lobbying groups help keep 
the Washington bubble inflated with their potent 
and often perverse hold on US foreign policy. The 
vulnerability of foreign policy making to intensely 
committed single-issue lobbies mirrors the impact 
of such groups in domestic policy making. The 
Congress in particular magnifies the importance 
and impact of these lobbies to the point that a 
coherent realist policy is not likely to be achieved. 
This vulnerability has been fully exploited by 
foreign interests who hire high-priced lobbyists 
and media consultants who work the system as 
effectively as domestic lobbyists. 

Ás long as narrow interest groups prevent 
a broader formulation of the national interest, 
America is likely to continue to be drawn into 
commitments and conflicts that do not serve 
a parsimonious and rational strategy. This is a 
fundamental structural problem built into the 
American political system. It may have been toler- 
able when the United States enjoyed a large margin 
of error because of its great power resources, but it 
is likely to be exceedingly costly in a more plural- 
istic international environment that a diminished 
America cannot dominate. 

A fourth obstacle to a rational and deliberative 
deflation of the Washington foreign policy bubble 
is an economics deficit among foreign policy play- 
ers. Most of the key US foreign policy thinkers and 
doers have little serious economic competence and 
therefore tend to downplay the role of economics 
in America’s world role. They may dutifully attend 
a few seminars or meetings where economists or 
political economists are present, but they rarely 
factor economics into. their calculations when it 
comes to advocating policy. 

To many in this group, economics is “low poli- 
tics,” not to be confused with the “high politics" 
of geostrategy and national security. The recent 
failure of attempts to integrate economic poli- 
cy into National Security Council deliberations, 
along with continued counterproductive compe- 
tition among the State, Commerce, and Treasury 
Departments and the Office of the Special Trade 
Representative, is continuing proof that econom- 
ics is not really factored into foreign policy. 

Finally, American parochialism remains a prob- 
lem. The United States is a continental nation 
and a world unto itself. Its short history has been 
shaped by its geographic separation from the rest 
of the world and its incorporation and accultura- 
tion of a vast number of immigrants. It has long 
experience of Americanizing a diverse population 


. but little experience in adjusting to other cultures 


and languages. Its exceptional history and almost 
unique control over its own national fate—with 
few invasions or occupations and little accommo- 
dation to superior powers—have left America ill 
suited to understand the experience of almost all 
of the rest of the world. 

This lack of empathy has tended to encourage 
a combination of moralism and parochialism. 
While the United States has impressive expertise 
about other regions and countries in its think 
tanks, universities, and foreign service, it seems 
almost never to use this expertise if.the advice it 
receives is not compatible with political interests. 
The State Departments professional diplomats are 
undervalued and underutilized, with ambassador- 
ships and most important policy positions given 
to political appointees who are rewarded for their 
loyalty, connections, or campaign contributions 
rather than for their expertise in foreign policy 
and foreign cultures. 

Most Ámericans on foreign assignments spend 
their time living in US bubble communities. While 
other competing powers rely on cadres of profes- 
sionals in their diplomatic services, the United 
States continues to send abroad as its representa- 
tives people who do not speak the local language, 
do not understand the local political culture, and 
do not stay very long. 

Given the ignorance of and indifference to the 
rest of the world that is displayed by most of the 
American public and many US politicians, it is all 
the more important that the nation make better 
use of its experts and expertise. In a global envi- 
ronment in which US power is diminished, the 
country cannot afford a diplomacy deficit. 


THE CRICKET WORLD 
. None of this should be taken as an argument 
for isolationism. It is an argument, rather, for 
smart power as a form of judicious realism and, 
yes, for less America in the world. It is an argu- 
ment for strategic prioritization and discipline, 
combined with an understanding of the limits of 
US power and resources. America has to define its 
key interests and priorities and match its com- 
mitments to its resources. It needs to shape its 
force structure around these priorities, rather than 
shaping priorities around force structure. 
America should also demilitarize its approach 
to the world. The United States apparently is 
beginning to do this under Secretary Gates and 
the new president, both of whom want to shift 


resources from the Defense Department to State 
and other civilian agencies. What Obama has 
to avoid is not, as his Republican critics claim, 
becoming another Jimmy Carter, but rather 
another Lyndon Johnson—a president whose 
domestic agenda was undermined by a foreign 
. war and whose economic policies were ruined by 
a failure to make hard choices between foreign 
and domestic priorities. 

Americans have to understand that the world is 
not full of people who would want to be Americans 
if only they were given the chance. The world, as 
Joseph O'Neill wrote in his novel Netherland, is 
to Americans like the game of cricket: something 
they do not understand. It is not malleable to 
American power or wishes. This does not mean 
that the United States should give up on promot- 
ing its values and ideals, but it should do so in a 
more modest and realistic manner—more democ- 
racy support, less democracy promotion. Given 
the growing limits on both American and Western 
power, the United States will have to learn to live 
with unpleasant states and avoid an infinitely 
elastic sense of its interests 
and power. 

American leaders should 
not romanticize small coun- 
tries with their own national- 
ist agendas, such as Georgia. 
We are not all Georgians, 
and Mikheil Saakashvili 
is not Vaclav Havel. Small 
countries are not noble just because they are 
small, and their leaders are not democrats just 
because they are anti-Russian. America’s policies 
should be clearly based on what it considers its 
national interests, and the country should avoid 
being pulled into unnecessary confrontations by 
small client states that want to leverage their ties 
with America in pursuit of their own agendas. 

The emerging multipolar era will require a smart 
diplomacy that depends on a clear understanding 
of the limits of US power. This means, in short, 
adopting a more realist approach. Unipolarists 
have criticized trying to work in concert with 
other powers instead of boldly leading through 
unilateralism, a robust and militarist version 
of Wilsonianism. A realist approach is always a 
challenge to American exceptionalism and the 
country’s self-image as a great power that stands 
for more than national interest. Realism has been 


China and America are tied 
together in an economic version 
of mutual assured destruction 
that belies any talk of unipolarity. 


Why US Foreign Policy Is Oversized * 373 


seen as a form of cynical Machiavellianism more 


appropriate to Europe than to America. 


But the United States must make some difficult 
strategic choices. Does it want to focus more on 
the challenge of China or that of Russia? It cannot 
afford to do both at the same time. Clearly, China 
poses the biggest challenge not only to American 
power and interests but also to the emerging glob- 
al order. China is a rising power while Russia is in 
decline, and is also threatened by China's power. 


LOOK TO EUROPE 

In a multipolar world, the best option for the 
United States is to form a closer alliance with the 
European Union. Europe remains the region closest 
to Ámerica in terms of values and interests. A true 
alliance, rather than simply a partnership, would 
allow the United States to share the risks and bur- 
dens as well as the responsibilities of shaping a new 
global order. It would also foster a new transatlan- 
tic strategic culture that would project power and 
influence along the lines of the EU' soft power. 

The United States should look to Europe not to 
do more in the military area 
but to help shape a compre- 
hensive strategic approach 
that would diminish the 
threat of force while making 
use of the deep resources of 
nonmilitary power that are 
suitable to the twenty-first- 
century world. Thus the EU 
rather than NATO is the best institutional partner 
for the United States. Such an alliance would 
afford a liberal global order a far better chance 
of surviving the challenges posed by China and 
other emerging authoritarian powers. 

The era of American predominance in any case is 
over. If US foreign policy leaders, including opinion 
shapers, do not get real and get out of their bubble, 
the bubble will burst one day with a force similar 
to that which engulfed Wall Street a year ago. It 
would be highly desirable for American leaders to 
continue and accelerate the adjustments President 
Obama is making. More likely, unfortunately, it will 
take a severe external shock—like a major military 
failure in Afghanistan, Iran, or North Korea, or 
a sudden collapse of the dollar and foreign flight 
from American securities, or another round of 
crises within US financial markets—to finally pop 
Washingtons foreign policy bubble. 


“If the transition to a new power structure is abrupt or uneven, or if it is difficult - 
fof leaders D certum what exactly has come to pass, then the risk of conflict : 
| will increase.’ er 





Power Shuffle: Will the Coming 
Transition Be Peaceful? . 


ERIK GARTZKE 
| | 
he world is changing. New relationships dangerous not just for what might be, but for what 
‘and animosities are emerging as the ful- the fear might create through our anxious actions. 
| crum of global power migrates eastward. In the absence of sound theories or compelling 
. The new world order will reveal itself in time. evidence, we are forced to imagine many possibili- 
| Meanwhile, I am as uncertain as anyone else about ties that might come for us out of the darkness. 
the future structure of world politics. China, India, Indeed, a growing consensus among students of 
or perhaps even Russia could eventually supplant war says that great danger comes from unknowns. 
the United States as a hegemon. Alternately, it is Ignorance causes leaders to err, which in -turn 
possible that parity will ensue as the United States, can lead to war and lesser violent contests. There 
or a US-led coalition, balances one or several rising is reason, therefore, to be concerned about an 
Ásian powers. i inability to manage fear and uncertainty effec- 
I am confident, however, of one thing: Whatever tively. Changes in the structure or hierarchy of 
multipolarity might mean for international rela- international politics are much less a problem 
tions in general, the important question for mat- in themselves than is the uncertainty that can 
ters of war, peace, and stability is how the new shroud what that structure might be, and how it 
system evolves, not what it is like.when we get -will evolve. 


there. The more confusing the transition of power, 


the more likely it will be accompanied by a major- MISSING INFORMATION 


power war. To avoid major war in coming decades, the 
Change breeds uncertainty. Thoughtful observ- United States and other nations must be able to 
ers can offer as many possible paths for our col- agree on what is happening in the international 
lective future as there are opportunities to be system. Differences or dissatisfactions about these 
thoughtful. Optimists point to the extraordinary changes are problematic, but much less so if states 
peace and stability that have characterized rela- agree on what has occurred or will come to pass. 
tions among developed nations since the last Multipolarity, in this light, is no more menacing 
world war. Pessimists emphasize contrasting ten- than hegemony, bipolarity, or other arrangements 
dencies: Peace, if common among countries, is of world power. It is nations’ difficulty in antici- 
rare in international systems. pating.a new world order that promises to make 
But to a degree not anticipated by traditional any coming transition rocky. 
perspectives on international affairs, the nature Yet nations have good reasons to withhold or 
of tomorrow hangs on the very veil that stands manipulate information about an evolving world 
between us and knowledge of the future. Not system. The structure of international power 
knowing allows the possibility of danger, but, determines what. countries get, and what they 
more than this, ignorance itself can produce the must concede. Nations perceived to be powerful 
perils that we imagine lurk ahead of us. Fear is are given greater discretion in world affairs. To the 
see degree that power relations are ambiguous, this 
ERIK GARTZKE is an associate professor of political science at benefits status quo powers that already have much 
the University of California, San Diego. of what they desire. 
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In particular, a power in decline relative to other 
powers may be tempted to use its remaining capa- 
bilities and influence to obscure power relations 
in an attempt to maintain material and leadership 
advantages. In the current global environment, 
making power relations more transparent may 
mean hastening America’s relative decline, some- 
thing that will be difficult for the United States 
to accept gracefully. But encouraging uncertainty 
about the nature of the transition would raise the 
risk that war may be necessary to resolve different 
estimates of the true balance of power. 


WHY THEY FIGHT 


Scholars have advanced almost every conceiv- 
able relationship between the number of poles 
(centers of power) in the world and the risk of 
war. Some realists prefer bipolar systems, since 
fewer poles make it easier to identify balances of 
power. Others see multipolar systems as stabi- 
lizing, since the prospect of fighting a majority 
coalition deters aggression. Still other scholars 
see parity as the problem, arguing that war is 
more likely when nations 
are comparable in power. 

In all likelihood, little ' 
or no relationship exists 
between the number of 
poles in a system, or parity 
(or disparity for that mat- 
ter), and major war. Careful 
scholarship by a number of researchers has shown 
that bipolar systems are no more (or less) peaceful 
than multipolar systems, and that parity, while a 
bit more contlict-prone, is only marginally associ- 
ated with additional conflict. 

Realists are fond of pointing out that the 
United States and the Soviet Union never went 
to war (bipolar stability). Yet no major-power 
war occurred in Europe in the 40 years before 
World War I, either (multipolar stability). Most 
likely, the reason for peace in both periods was 
a widespread consensus regarding the structure 
of international power. It mattered much more 
that nations all agreed on who was in charge, 
than that they were confronted by a particular 
arrangement of powerful poles or persistent 
parities. 

Transitions in the structure of power, on the 
other hand, have been closely associated with 
major war throughout recorded history. In The 
Peloponnesian War, Thucydides blamed extend- 
ed conflict among the ancient Greeks on the 


The power now needed to run the 
world comes from cooperation, 
not from military conflict. 
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Athenian rise to power as a commercial empire, 
threatening the leadership of Sparta. A succession 
of European powers from the fourteenth through 
the twentieth centuries fought great contests to 
cement, or prevent, the succession of power. 

Nations that fight wars do so temporarily. 
When they have worked out their differences, 
they stop fighting. Occasionally, one side or the 
other completely defeats its opponent militarily, 
but more often the losers accept defeat before they 
are conquered. The fact that most wars end with 
the acknowledgement of loser status is an impor- 
tant clue to the reasons that wars begin, since 
acknowledging that one is going to be the loser 
before a war begins is tantamount to peace. The 
difference between nations that fight, and those 
that do not, is that the latter are able to agree on 
what would happen eventually as a result of fight- 
ing, while the former cannot agree. 

Why does dangerous uncertainty persist among 
nations? National hubris may cause leaders ‘to 
exaggerate their countries’ power, or expectations 
of resolve may differ. In any case, war forces an 
end to this uncertainty, so 
that at the end of a conflict 
nations have the best avail- 
able information about the 
balance of power. 

Clausewitz wrote of the 
fog of war, but really a fog in 
peacetime brings on wars. 
Skillful leaders judge well when information is 
scant, in knowing the minds of other leaders, and 
in correctly assessing risks and opportunities. Less 
skillful leaders make mistakes. But no one has 
complete information. International affairs in this 
respect are like a game of poker: Players conceal 
some of their cards. They do this because it pro- 
vides advantages over competitors. If every leader 
could see every other nation’s cards, international 
politics would be both dull and safe. But that is 
not how the game works. 


THE UNCERTAINTY DILEMMA 

Consider the classic problem of the security 
dilemma. In a world in which it is possible that 
nations will act through force, - provided 
by measures that are esseng nt GER hable 
from the actions of aggressGirs: Building up? ^pnes 
military forces or forming alfidiieeeemighr protect 
a nation from attack, butliftan alsolfrighten éther 
nations, forcing them to kop t Sithilar i measufes. 


The cycle of fear and ove & ction : can result in a 
d Van at C) 2 
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conflict spiral, even if war was not really the intent 
of any country. 

In fact, the security dilemma is not about secu- 
rity so much as uncertainty. War often ensues not 
because of relative power or security, but because 
opponents cannot tell which states have hostile 
intentions and which do not. Being unsure—and 
cautious—can make war more likely, not less. 

The solution to this dilemma would appear to 
be better information about which states possess 
hostile intentions. But, of course, hostile states 
have incentives to conceal this information, while 
states with benign intentions cannot clearly dem- 
onstrate that they pose no threat without at the 
same time making themselves vulnerable to attack 
from states that do in fact mean harm. The real 
dilemma is that aggressors benefit by concealing 
their status as aggressors, while non-aggressors 
cannot be believed if they build up their defenses. 

Modern scholarship refers to this situation as a 
pooling problem. Pooling can be resolved in one 
of two ways. First, a mutual incentive to find effi- 
cient ways of resolving differences creates oppor- 
tunities to cooperate. Avoiding war is in itself a 
mutual benefit, as long as fighting is costly for all 
involved. 

Second, nations do not need to conceal their 
intentions if their interests are similar. Nations 
that have compatible goals can cooperate because 
there is little to be gained from fighting. Students 
of international relations have traditionally been 
skeptical that such affinities among nations can 
last, but today scholars and political practitioners 
are increasingly aware that more and more interna- 
tional interaction is non-zero-sum. Globalization 
has increased the mutual benefits of cooperation. 


THE HEGEMON'S QUANDARY 

Historically, hegemons have been reluctant, to 
cede power. Relinquishing control was tantamount 
to a significant drop in national income and pres- 
tige. At the same time, rising powers could not be 
assisted because they were enemies. War, while 
not inevitable, was made more likely by the fact 
that fundamental tensions existed among compet- 
ing powers. Earlier international systems encour- 
aged conflict, if they did not require it. 

The planet today. may not be the sort of place 
where competition among powers makes conflict 
a regular feature of world affairs, but.the transi- 
tion to a new system inevitably introduces danger. 
Thus, the emergence of a multipolar international 
environment may prove risky not because mul- 


tiple centers of power are significantly more dan- 
gerous than one or two, but because the United 
States and its major allies may resist the transition 
to such a structure. 

While resistance to change is not futile, it 
would increase uncertainty about whether the 
transition will succeed and what form the inter- 
national balance of power will finally take. The 
paradox is that the more likely the United States 
is to succeed at retaining power, the greater the 
risk that major war will be needed to decide which 
structure, indeed, takes hold. 

If this assessment is correct, Washington can 
ensure peace and international stability either by 
facilitating the inevitable transition—by helping 
to give rising powers greater prominence in global 
leadership—or by making it clear that no such 
transition will take place. Either action would 
reduce uncertainty and increase international 
transparency. 

The latter scenario seems unlikely at present, 
given economic and demographic trends, but it 
is possible that the United States will remain the 
clearly dominant political and military power, per- 
haps if rising Asian nations experience destabiliz- 
ing economic setbacks. In the meantime, America 
must decide whether to engage rising powers such 
as China or attempt to contain the potential chal- 
lengers. It is important to note that a compromise 
(partial engagement and incomplete containment) 
is probably the worst of both worlds, because it 
increases uncertainty. 


THE BRITISH PRECEDENT 

There is precedent for a successful policy of 
engagement in hegemonic transition. At the dawn 
of the twentieth century, Great Britain found it 
could work with the nouveau riche United States. 
Unlike in preceding transitions, protagonists did 
not become antagonists because they had so 
much in common. The United States, late to the 
European-led game of imperial enterprise, quickly 
discovered that conquest did not pay. America, 
after fiascos in Cuba and the Philippines, was 
happy to be a commercial, rather than imperial, 
power. | 
Britain, too, found that the promotion of free 
commerce served its interests. As the world’s larg- 
est trading power, the United Kingdom benefited 
disproportionately from encouraging a system of 
reciprocal access to national and colonial mar- 
kets. Market economics rapidly made control of 
territory much less important than access to con- 


sumers. Promoting the prosperity of dependent 
powers further weakened the appeal of colonial 
administration. Thus the United States was able to 
peacefully assume the mantle of hegemon because 
the two powers had developed compatible inter- 
national objectives through a common system of 
global commerce. 

Under British hegemony, the United States 
had obtained much of what it wanted from 
the established world’ order, and it enjoyed 
the additional benefit of not having to pay the 
high price of policing a system that was largely 
acceptable. The United States could free-ride on 


British efforts to manage a market-based global: 


economy. The British, meanwhile, respected the 
US sphere of influence in the Americas, while the 
United States had no interest in controlling tradi- 
tional British spheres of influence in Europe,.the 
Middle East, and South Asia, as long as American 
manufacturers retained access to commercial 
markets in these regions. 

This system, though it included numerous colo- 
nial holdings, was not all that’ 
different from the one’ that 
the' United States preferred - 
and eventually sponsored. 
Indeed, the problem from an 
international perspective was 
. that America was reluctant to 
inherit hegemony. The United 
States persisted as a largely 
demilitarized power until World War II, despite the 
fact that the United Kingdom’s relative decline was 
taxing its ability to sustain the system from which 
the United States benefited. Only in the aftermath 
of World War II, when it became clear that Britain 
could no longer manage the global system, did the 
United States decide to run the world. 

'More important than British decline, however, 
was the fact that the Soviet Union posed the chief 
alternative to American hegemony. Recognition of 
the increasing importance of global public goods 
to its own and other nations’ prosperity, and 
cognizance of the consequences of a Soviet-led 
system, forced the United States to dramatically 
shift its foreign policy and assume the position of 
global leadership. | 

It is tempting to conclude that the peaceful 
transition from British to US hegemony was the 
result of a common Anglo culture; or of unique 
characteristics of the United States as a nation. 
But Anglo amity had: not prevented the American 
Revolution, nor had a common Anglo culture 


Succession can produce a new 
world order in which power is 
distributed differently but the 
rules remain largely the same. 
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stopped the Union and the Confederacy from 
fighting the deadliest contest in US history. And 
while it is possible that American accession to 
hegemony was exceptional, one must hope this is 
not the case, given the inevitability that the United 
States will someday be replaced as hegemon. 


THE RISE OF THE REST 
For a time in the post-World War II period, it 


appeared that the Soviet Union might surpass the 


United States. In retrospect, those fears appear 


wildly misplaced, but they exemplify the power 


of uncertainty as a determinant of international 
affairs. Not knowing caused the United States 
to be more defensive than was perhaps neces- 
sary, while uncertainty supplied the Soviets with 
ammunition that made them. more effective than 
if the truth had been fully known. World War III 
was avoided thanks to luck and caution, rather 
than averted as a product of power relations and 
system structure. 

Fora time in the 1980s strategic thinkers contem- 
plated a succession by Europe 
or Japan. Anglo culture, inci- 
dentally, cannot explain how 
the United States and: other 
powers addressed debate over 
the prospect of these transi- 
tions. While there was consid- - 
erable anxiety in the United 
States about commercial com- 
petition, there was never a serious suggestion that 
Japanese or European aspirations constituted a real 
threat to. the security of the United States. Europe 
was at peace with itself, while the Japanese seemed 
more eager to copy the United States commercially 
than to eclipse it politically. | 

Ágain, a power transition between the United 
States and its allies never came to pass, but it 
is exceedingly unlikely in any case that such a 
transition would have involved significant inter- 
national violence. What emerged in the twentieth 
century, and what appears likely to persist in the 
twenty-first century, is the realization that com- 
merce creates compatible interests among world 
powers. Other objectives remain in tension today; 
if substantial enough they could open up the 
opportunity for ambiguity, conflict, and possibly 
war. But a common commitment to global trade 
at least creates the basis for an important set of 
mutual or compatible interests among states. 

Americas fear is that a successor hegemon, 
or a group of powers enjoying dominance over 
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different regions, might be inimical to US inter- 


ests. Such hegemons could alter or supplant the. 


institutions and commercial, social, and political 
norms that have helped the United States govern 
a prosperous system and made America thrive as 
well. If hegemonic successors or competing coali- 
tions are bound to want different things, then the 
United States may find that it prefers to resist the 
transition to a new contiguration of power. If, in 
addition, the net effect of conflict is difficult to 
judge, then conflict itself will be more likely, since 
both sides in a dispute could expect that they 
might prevail in a fight. 

Fortunately, there is reason to believe that the 
interests of current and future rivals for global 
power may not be incompatible. As with the 
Anglo-American transition, future power transi- 
tions may involve states that want very similar 
things from the international system. 

Changes in the global economy since the late 
twentieth century have made global governance 
more important, valuable, and relatively neutral in 
terms of political conflict. The developed world, 
the BRIC nations (Brazil, 
Russia, India, China), and 
other developing countries 
all benefit from institutions 
that promote trade, finan- 
cial stability, and politi- 
cal consensus. The more 
that China, for example, 
becomes integrated into the global economic 
system, the more that its preferences will reflect 
objectives similar to those of the United States. 

Indeed, development has led to a world system 
in which most candidates for regional or global 
power have common or compatible interests. 


Whereas in the past, power reflected an inherent - 


incompatibility with other nations, today power 
derives from the very interactions that make 
nations more similar. If there is a good prospect 
that the world will remain peaceful, it is because 
the power now needed to run the world comes 
from cooperation, not from military conflict. 

US actions in dealing with a transition to a 
new power structure thus pose a basic paradox. 
Engagement will make America’s relative decline 
more likely, by helping a rising power to rise higher, 
or more quickly. But the rival in this case is more 
likely to share America’s interests, and the transi- 
tion to a new system is more likely to be peaceful. 
Containment of a rival could delay a transition 
from global unipolarity and slow the pace of rela- 





The more contusing the transition 
of power, the more likely it will be 
accompanied by a major-power war. 


tive US decline, but it might do so at the expense of 
international peace. At the very least, containment 
increases the odds that the rising competitor does 
not share objectives with the United States. 
Perhaps the worst option, and also the most 
likely, is that the United States will adopt an ambig- 
uous policy vis-a-vis rising powers. Ambiguity is 
doubly risky because it neither ensures that the 
competitors will have compatible interests nor 
effectively prevents a transition. More important, 
it introduces the very uncertainty that makes the 
game of international politics so potentially dan- 
gerous. If America is unsure of what it wants, or 
wants a bit of both worlds (continued hegemony 
but without too much risk of war), then it risks 
getting neither power nor stability. A compromise 
approach is the one most likely to lead to violent 
trouble during a transition in global leadership. 


THE CHALLENGE OF PLURALITY 


It is possible, even likely, that no one power 
will, manage to equal or supplant the United 
States. Instead, as America’s ability to police the 
global system and provide 
public goods declines, 
several nations may try 
to share global leader- 
ship. This is a challenge 
because it requires collec- 
tive management. 

The record on such 
management in international affairs is not impres- 
sive. Groups of powers subject to incompatible 
interests or uncertainty exhibit all of the patholo- 
gies apparent in hegemonic succession, but they 
also face problems even when nations desire to 
cooperate. Nevertheless, the desire to cooperate, 
and the benefits of cooperation, may be more 
intense today and in the future than at other 
times in history. Surely if collective leadership 
can succeed, it will do so in a modern setting. 

Multiple centers of power do complicate cal- 
culations of influence. This in itself does not 
prevent cooperation, but it makes the challenges 
greater and the likelihood of failure more realistic. 
If nations are in competition, then multipolar- 
ity probably complicates slightly the calculations 
needed to avoid warfare. 

More important, if the nature of polarity is more 
fluid in a multipolar system (that is, if the centers 
of power themselves are less permanent, and their 
relationships are more dynamic), then leaders can 
more easily make errors, the world may begin to 


look more frightening, and the world could come 
to be at war. : 

If, however, globalization has created a world 
of powerful but compatible interests, then it may 
be that nations can overcome the challenges of 
governing collectively 1n all likelihood, states 
will turn increasingly to international institutions 
to assist them in overcoming difficulties associ- 
ated with collective action. These institutions are 
already helping the project of running the world 
by making cooperation more transparent and 
by overcoming problems of coordination (when 
nations want to cooperate but do not know how), 
or commitment (when nations want to cooperate 
at certain times but not at others). 

Critical to evaluating the impact of polarity on 
peace and stability are the speed and volatility of 
changes in the international structure of power. 
If the transition is orderly and predictable, there 
is no reason to expect that a multipolar system 
would differ from other power structures in its 
propensity for conflict. If the transition to a new 
power structure is abrupt or uneven, or if leaders 
find it difficult to ascertain what exactly has come 
to pass, then the risk of conflict will increase. 

During the cold war, nonaligned nations formed 
a bloc to forge better bargains with the dominant 
bipolar coalitions. Had the nonaligned movement 
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been more powerful or influential, it might have 
introduced significant additional confusion into 
cold war dynamics. As it was, nonaligned powers 
figured prominently only in regional or local dis- 
putes, not those involving the two superpowers. 

More recently the United States has shown 
signs of being willing to bargain with European, 
South Asian, and other nations or centers of 
power in an attempt to balance the rise of China. 
Since these coalitions are inherently less tight than 
internal American attempts to balance challenges 
to its global leadership, they are bound to be more 
difficult to assess and handicap. Coalitions may 
disintegrate or form again with other members. 
This dynamism again increases the risk of errors, 
ambiguity, and conflict. 

The tendency in recent years has been to see 
multilateral actions as superior to unilateral US 
efforts. This can certainly be the case for norma- 
tive reasons, and because it may be cheaper for 
the United States to lead through consensus. 
However, multilateralism is not inherently bet- 
ter when viewed through the lens of uncertainty 
and conflict. 

Some evidence exists, for instance, that Saddam 
Hussein discounted US threats before the first Gulf 
War in part because the coalition arrayed against 
him appeared too cumbersome to be effective. 
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Likewise, the United Nations Security Council 
may offer false hope to the targets of sanctions 
or peacekeeping efforts in part because it is 
often unclear whether a fragile consensus on the 
Council can long be maintained. 

World peace may be managed multilaterally, 
but most likely it will require a country to coordi- 
nate and lead, especially when the issues at stake 
are fractious and the price of action is high. The 
Bosnia conflict was an eye-opener for European 
powers in this regard. Even though a consensus 
existed that something needed doing, US involve- 
ment made action easier. 


AMERICA’S LEGACY 

What will the United States be remembered 
for after its turn as hegemon is over? Previous 
hegemons are remembered most often for the lan- 
guages and institutions they left behind—for the 
things that unite peoples, facilitate communica- 
tion, and generate wealth. 

The United States created the institutions 
that have made an increasing part of the world 
rich. These institutions, and the changes they 
have wrought in the world’s capitals and indus- 
trial centers, have made the planet a much more 
prosperous and peaceful place. If American lead- 
ership wanes, but these institutions and norms 
remain, the world will indeed have a lasting 
legacy of US hegemony. 

There are signs this can happen. But for a 
transition in the global power structure to be 
successful, the United States must be more far- 
sighted and less preoccupied with minor distri- 
butional squabbles than is often the case. The 
temptation to fight for every last scrap of the 
fruits of global leadership must be avoided. If 
Americans are petty, they cannot expect rivals or 
successors to behave better. 

Change almost certainly portends a loss of rela- 
tive power for the United States. Affluence, too, 
will decline, if only in relative terms. But too many 
observers focus on relative decline, rather than 
ask what, in absolute terms, is the best option for 
the nation-and for the world. America has had the 
opportunity to fashion a world system that is both 
successful and broadly beneficial. It would be best 
to think in terms of actions that help maintain 
that system, whether or not the United States is 
still in charge. | 


Too often, the tendency has been to equate US 
leadership with the US-inspired system. In previ- 
ous epochs, this sort of assumption was natural, 
given that hegemons imposed parochial systems 
of governance on their worlds. Today, it is much 
less clear that changes in international leadership 
require a fundamental reordering of the global 
system of governance—any more than a change 
in the chairmanship of the European Union, say, 
means dramatic changes in the direction of that 
organization. 

The emergence of multipolarity does not in 
itself invite the prospect of world instability and 
conflict. The connection between decline and 
violence is tenuous at best. Nor is there a good 
reason to believe that war would alter in any fun- 
damental way America’s relative decline. Shooting 
at another nation will not increase the appeal of 
US products or reduce the US debt. Nor will rising 
powers help their commercial enterprises through 
the use of force. 

Given the fact that power depends on. wealth 
in the modern world, nations are much better off 
if they can find ways to avoid disrupting markets 
and burdening budgets, especially when the most 
valuable assets are no longer readily conquerable. 
If war will not prevent the conditions that lead 
the United States to lose influence or that enable 
a challenger to rise, then war of any significant 
intensity is a futile act. 

It should be obvious that everyone is better 
off managing the transition to a new system of 
international leadership much as the United 
States in its turn inherited hegemony. In the 
long run, promoting US interests really involves 
promoting the interests of other major powers in 
the existing international system. If the challeng- 
ers see much to like in the existing system, the 
transition need not involve force, and succession 
can produce a new world order in which power 
is distributed differently but the rules remain 
largely the same. 

Multipolarity could be an interim status for 
the world or a permanent order in which no 
nation is clearly the dominant power. In either 
case, the number of poles will prove much less 
problematic than the number of disagreements 
among nations about the world order, and who is 
in charge. We need not fear structure. We should 
fear uncertainty. E 


“The very emerging markets whose populatioris have benefited most Bon global 


integration in recent years ; are the.ones whose, relative role in. global affairs i is 
being advanced. as a result of the recént financial crisis." | 
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Who Will Sustain Globalization? 


ADAM S. POSEN 


n the postwar period, US power and prestige 

beyond the nation’s military prowess have 

been largely based on the relative size and suc- 
cess of America’s economy. This strength enabled 
the United States to promote 
worldwide economic open- 
ness and encourage buying 
in to a set of institutions, 
formal and informal, that 
resulted in increasing international economic 
integration. The result in general has been ris- 


. Governments 
& Markets 


Third in a series 





ing prosperity at home and abroad, bolstering 


the notion that other countries would benefit 
economically from following the American model 
and playing by American rules. 

The liberal international economic system fea- 
tures gradual reduction of trade barriers, recog- 
nition of trading rights on a largely multilateral 
basis, protection of property rights (including for 
foreign direct investors), prevention of countries’ 
competing on the basis of escalating subsidies and 
regulations, and increasingly free flows of capital. 

Initially this system was most influential and 
successful in countries maintaining a tight military 
alliance with the United States, such as Canada, 
West Germany, Japan, South Korea, and the United 
Kingdom. With the collapse of Soviet communism 
in 1989, important emerging economies—Brazil, 
China, India, and Mexico, in addition to the newly 
freed Eastern, European countries—switched to 
increasingly free-market capitalism and engage- 
ment with the world economy. Global integration 
on American terms through American leadership 
has been more and more dominant for the past 
two decades. 


ADAM S. POSEN, a senior fellow at the Peterson Institute for 
International Economics, is author of the forthcoming The 
Limits of Export-Led Growth: Germany and the Future of 
Capitalism (Peterson Institute, 2010). 
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The global financial crisis of 2008-09 repre- 
sents a challenge to this world order. Although 
overt financial panic has ended, and economic 
recovery is under way in the United States and 
the major emerging markets, significant risks 
remain for America and its economic and thus 
foreign policy leadership. The global financial 
system, including but not limited to US-based 
entities, has not yet been sustainably reformed. 
In fact, financial stability will come under strain 
again when the current government financial 
guarantees and public ownership of financial 
firms and assets in the United States and most 
advanced economies are unwound over the next 
couple of years. The growth rate of the American 
economy and the ability of the US government to 
finance responses to future crises, both military 
and economic, will be meaningfully curtailed for 
several years to come, given the debts that have 
been incurred. 

A new set of politically influential support- 
ers of globalization at the international level has 
emerged, however, and they appear likely to gain 
influence. The very emerging markets whose 
populations have benefited most from global 
integration in recent, years are the ones whose 
relative role in global affairs is being advanced as 
a result of the recent financial crisis. In China, 
India, and other such countries, economic lib- 
eralization and globalized markets have elevated 
millions into the middle classes, and as the key 
taxpayers and interest lobbies such citizens have 
a disproportionate influence on the policies that 
their governments pursue. 

Consequently worldwide support for global 
economic integration likely will remain as strong 
in coming years as it was under US economic 
ascendance in the 1990s and early 2000s—but 
US leadership will play less of a role in providing 
that support. Ironically, although America and the 


t 
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West retain a powerful interest in supporting a lib- 
eral economic order, the ideological battle increas- 
ingly will shift to maintaining domestic support 
within the Western nations. 


WHAT THE CRISIS DID 


The global financial crisis accelerated, at least 
temporarily, two related long-term trends that 
have eroded Western dominance of international 
economic arrangements. First, perhaps inevitably, 
China, India, Brazil, and other emerging markets 
(including oil exporters like Russia) have been 
catching up in economic size and importance 
with the United States, and even more so with 
demographically- and productivity-challenged 
Europe and northeast Asia. Second, pressure 
has been building over the past 15 years or so, 
as a result of these developing countries’ rise, to 
give their governments more voice and weight in 
international economic decision making. 

The recent shift to the Group of 20 from 
the Group of 7 as the “steering committee" of 
the global economy, along 
with the coming redistri- 
bution of International 
Monetary Fund quotas 
(which determine nations' 
voting power as well as 
their financial stakes in 
the institution), increases 
the voice of these previ- 
ously underrepresented countries in global affairs. 
While this reorientation reflects a necessary recog- 
nition of economic reality, as well as of changing 
sources of political legitimacy, it reduces the influ- 
ence of the coalition that the US-dominated *West" 
had assembled in favor of economic globalization. 
The United States is losing some of its relative vot- 
ing share, and overrepresented Western Europe is 
losing even more. 

This could mean a reduced international ability 
to make decisions quickly in the face of emerging 
issues. The G-7’s failure to deal with a number 
of problems, including global imbalances and 
cross-border financial supervision, suggests the 
actual loss of capabilities is not very great. At a 
minimum, however, a more multipolar system 
of economic governance inherently broadens is 
variety of interests represented. 

The clear.evidence that Brazil, China, and 
India have suffered less harm in real economic 
terms from the current crisis than has the United 
States or most other advanced economies will 





Support for global economic 
integration likely will remain strong— 
but US leadership will play less 
of a role in providing that support. 





only emphasize the emerging markets’ growing 
strength, and their ability to claim a role in inter- 
national leadership. The need for capital transfers 
from savers in China and in the oil-exporting 
nations to fund fiscal deficits and bank recapi- 
talization throughout the West, not just in the 
United States, further increases these countries' 
leverage and legitimacy in international economic 
discussions. 

Meanwhile, a surge since March 2009 in the 
values of emerging-market stock and bond mar- 
kets, relative to those in the developed econo- 
mies, shows how the long-forecast perception 
that greater growth opportunities lie in the former 
third world has now been matched by a percep- 
tion that many of these markets offer sufficient 
security and liquidity as well. Although some of 
this run-up in asset values is likely to be reversed, 
the flow of investment capital into these markets 
reinforces their claim to leadership. 

One aspect of the recent crisis is that American 
economic policy makers, both Democratic and 
Republican, became 
increasingly infatuated, 
from the early 1990s on, 
with financial services and 
financial innovation. This 
trend reflected a number 
of factors, some ideologi- 
cal, some institutional, 
and some interest group- 
driven. The key point here is that the export of 
financial services and the promotion of financial 
liberalization abroad on the American securitized 
model came to dominate the US international 
economic policy agenda, and thus that of the IME 
the Organization for Economic Cooperation and 
Development, and the G-7 as well. 

Ámerican multinational commercial and 
investment banks embodied this finance-focused 
approach, in perception and in practice. And it is 
this particular version of the US economic model 
that has been widely discredited because of the 
apparent origins of the international crisis in 
lax US regulation and over-consumption, as well 
as in excessive faith in American-style financial 
markets. 

Thus, US global economic leadership has been 
eroded over the long term by the rise of major 
emerging market economies, disrupted in the 
short term by the nature and scope of the financial 
crisis, and partially discredited by an excessive 
reliance on and overselling of US-led financial 


capitalism. At the same time, traditional US allies 
and co-capitalists in Western Europe and north- 
east Asia have seen their economies damaged at 
least as much as America’s (though their reputa- 
tions have been hurt less). 

The crisis consequently presents the possibil- 
ity that the US model for economic development 
might not only be tarnished: but displaced, with 
the United States having limited resources in the 
near term to respond to this challenge. 


WHAT'S THE ALTERNATIVE? 

The preceding description would seem to con- 
firm the rise of the “rest” over the West. But such 
a conclusion would be premature. The empiri- 
cal record shows that economic recovery from 
financial crises, while painful, is doable even by 
the poorest countries, and in advanced countries 
such crises rarely lead to significant political 
dislocation. Even large fiscal debt burdens can 
be reined in over a few years in countries where 
political will and institutions allow, and the 
United States has historically fit in this category. 
A few years of slower growth will be costly, but 
they also may put the United States back on a 
sustainable growth path in terms of savings ver- 
sus consumption. 
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Although the crisis has accelerated the relative 
rise of the major emerging markets, this accel- 
eration will be insufficient to rapidly close the 
gap with the United States in economic output, 
let alone in technology or wellbeing. None of 
the rising countries, except perhaps China, can 
even think in terms of rivaling America in all the 
dimensions that characterize a hegemon. These 
would include: a large, dynamic, and open econ- 
omy; favorable demographic dynamics; monetary 
stability and a currency with a global role; and an 
ability to project hard power abroad—in addition 
to an attractive economic model to export for 
wide emulation. 

This last point is key. In the arena of alterna- 
tive economic models, one cannot beat something 
with nothing. Communism fell not just because 
of its internal contradictions or the costs of mili- 
tary build-ups, but because capitalism presented a 
clearly superior alternative. 

The Chinese model is in part the US capital- 
ist model (albeit without high church financial 
liberalization) and in part mercantilism. Some 
observers are concerned that developing or small 
countries might take the lesson from China that 
building up lots of hard currency reserves by 
emphasizing exports and undervaluing currency 
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is smart. Widespread adoption of this strategy 
would erode globalization by promoting populist 
protests against trade competition and by unravel- 
ing economic reciprocity in the face of tit-for-tat 
retaliation. It would thus lead to greater conflict 
with, and criticism of, the US-led system. 

However, although this appears to be a legiti- 
mate concern in the abstract, most emerging 
markets—notably including Brazil, India, Mexico, 
South Africa, and South Korea—are not pursuing 
this extreme line. They are not turning to mer- 
cantilism, not driving their currencies downward 
with unilateral purchases of dollars or euros, and 
not raising trade barriers wholesale (though they 
have raised a few, just as the United States and 
others have during the crisis). The recent victory 
of India’s incumbent Congress Party is one indica- 
tion of continued support for economic liberaliza- 
tion; recent statements by Brazilian President Luiz 
Inacio Lula da Silva are another. 

Mexico's continued positive orientation toward 
the North American Free Trade Agreement is 
a particularly brave example, as is that coun- 
trys continued search for 
investment flows (not in the 
petroleum sector, admittedly) 
both to and from abroad. A 
series of horrendous shocks 
to Mexico's economy, and the 
United States' general neglect 
of its neighbors problems, 
provided considerable room for scapegoating lib- 
eralization, but this has not occurred. 

: Cautionary examples on the other side are 
provided by Germany and Japan. Despite their 
wealth, they faced serious difficulties during the 
economic crisis because of their very high depen- 
dence on exports. So, unlike in the oil-shock 
period of the 1970s—the last time that US eco- 
nomic performance and leadership were seriously 
compromised—we will not see leading develop- 
ing economies like Brazil and India reduce their 
engagement with the international economy by 
going down the import substitution route or other 
self-destructive and uncooperative paths. 

It is not enough even in Western Europe or 
democratic East Asia for politicians to simply offer 
a program of avoidance of American-style excess 
or Anglo-Saxon finance. There are several reasons 
this is so, none of which depends on uncriti- 
cal faith in the virtues of the US example. First, 
such avoidance has not conferred safety during 
the crisis, especially since restricted consump- 





In the.arena of alternative 
economic models, one cannot 
beat something with nothing. 


tion is associated with export dependence, and 
thus external vulnerability, as Japan and Germany 
experienced. Second, such self-assigned financial 
distinctions have done little to prevent sizable 
banking problems from emerging in non—Anglo- 
Saxon economies as well. Third, economies that 
are less market-oriented have not delivered notice- 
ably better results for citizens’ incomes looking at 
the long term. 

Mostimportantly, “Domtactlike the Americans” 
is an insufficient guide to policy in the face of 
stagnant wages precisely because all advanced 
countries—even. the United Kingdom—are 
already acting very differently from the United 
States in terms of saving, social policies, and 
income equality, as well as on environmental, 
education, health care, and tax policies. If not 
acting like the Americans were enough, the rest 
of the rich world would be doing far better than 
it is economically, both in the current downturn 
and over the long run. 

If being unlike the United States regarding 
economic globalization were, a strongly attrac- 
tive platform, we would not 
have seen recently.in wealthy 
nations the repeated victories 
of center-right parties and the 
weakening of the mainstream 
left (such as in elections in 
April 2009 for the European 
parliament, in August in 
Japan, and in September in Germany). 


BACKLASH IN THE WEST 

If this assessment is correct, the policy chal- 
lenge facing Western supporters of globalization 
is to deal with relative US economic decline, but 
not with outright. hostility to the globalization 
that the United States has promoted, or with 
overthrow of the current international economic 
system. This is reassuring, for it leaves us in the 


realm of normal economic diplomacy, perhaps 


to be pursued more multilaterally and less high- 
handedly than the United States has over the 
past 20 years. It also suggests that adjustment of 
current international economic institutions is all 
that is required. Desperately defending economic 
globalization itself will not be necessary. 

For all of this reassurance, however, the need 
to get the rising new players to buy into the eco- 
nomic system is more pressing than it has ever 
been before. Because of the crisis, the ability of 
the United States and the other advanced indus- 


trial democracies to put up money and markets 
as rewards and side-payments to new players is 
also more limited than it has been in the past, 
and will remain so for at least the next few years. 
Fortunately, the major emerging markets increas- 
ingly see globalization.as in their own interests— 
and rightly so. 

Thus, the key for sustaining the liberal econom- 
ic order of recent decades is no longer to win over 
governments of the excluded developing world 
(though of course many million human beings 
remain in desperate poverty and social exclusion). 
Instead, the West should respond to concerns 
about a possible backlash against globalization by 
focusing on three increasingly salient realities. 

First, the last redoubts for low-skilled males 
to maintain high-wage employment will come 
under pressure from technology, migration, and 
trade. Second, international economic integra- 
tion led by emerging markets will proceed, but 
with less strict protection of intellectual property 
rights, reciprocal trade opening, and the like than 
has been the case under US leadership. And third, 
Americas provision of global public goods— 
whether active as in the protection of transport 
or passive as in the provision of a global reserve 
currency—is now in retreat and will not be read- 
ily replaced by G-20 action, let alone by anyone's 
unilateral efforts. 

All of these realities, particularly the first two, 
could foster illiberal if not reactionary politics 
in the wealthy Western nations. All of these, 
particularly the latter two, could erode support 
for liberal economic policies in the business and 
policy making communities of the West. In this 
regard, the broader need for the United States 
to avoid excessive domestic self-absorption is 
a real concern as well, given the .combination 
of foreign policy fatigue that has followed the 
aggressively 'activist Bush foreign policy agenda 
and economic insecurity that has resulted from 
the financial crisis. 

Two responses are often suggested in relation 
to the first issue of reactionary resentment by 
threatened and displaced workers in the wealthy 
West, but both are unlikely to succeed, and in any 
case would do nothing to address the second and 
third realities. 

The first trope is to enhance the safety net, 
whether on a general basis by expanding the wel- 
fare state, or with more targeted efforts at worker 
retraining, in hopes of buying off opposition. This 
approach builds on Dani Rodrik’s insight that more 
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open economies have tended to have greater social 
protections. Yet it would suggest that, among the 
rich countries, opposition to globalization would 
be greater in nations with more limited welfare pro- 
tections, which is demonstrably false. It would also 
suggest that European publics should be relatively 
unconcerned about the loss of particular jobs and 
businesses, whereas the crisis has demonstrated the 
lengths to which European governments will go to 
save just such particular jobs and businesses. 

The second perennial proposal is to ease ten- 
sions by resolving global imbalances—meaning 
the conversion of trade-surplus countries (China, 
Japan, and the rest of Ásia) into net importers, 
and a commensurate shift (notably in the United 
States) from trade deficits to trade surpluses. 

The problems with this suggestion are threefold. 
One, adjustment of this kind is already under way 
(the US trade deficit has halved since mid-2006), 
and indeed such adjustments have happened 
recurrently over the past three decades—yet this 
has done little or nothing to appease political 
demands for protectionism in the face of unem- 
ployment. Two, it suggests to the emerging econo- 
mies that the wealthy West is unwilling to let 
them prosper, even though Europe let the United 
States be a net exporter during its development, 
and America in turn let Western Europe and Japan 
be net exporters during the cold war. And three, 
there is no credible means to assure that such a 
rebalancing takes place or lasts. 


THE DIPLOMATIC CHALLENGE 

Even so, we should not worry unduly for glo- 
balization and the continuation of a relatively lib- 
eral international economic regime. The pressures 
within the West are minority pressures. The num- 
ber of people in the threatened groups of workers 
is diminishing over time, and the ownership of 
companies is increasingly dispersed across the 
globe (with some major companies shifting own- 
ership wholesale from first to second and third 
world countries after the financial crisis). 

These factors, along with the growing need, 
both in economic and in national security terms, 


to show due concern for the interests of the ris- 
ing powers, will increase Western governments’ 
tolerance for the dislocations and cheating asso- 
ciated with ongoing economic integration. Over 
time, the wage gap between emerging and first 
world workforces will narrow—as has already 
happened in professions like medicine and 
finance, and in countries like South Korea—and 
this will reduce anti-globalization pressures as 
well. 

The greatest threat to continued international 
economic integration and liberalization stems 
from the risk that, when the United States pulls 
back, by choice or circumstance, from provision 
of various public goods in the global economy, no 
one will take over the burdens. 

Failure to act affirmatively to shift public-good 
provision, ideally on a multilateral basis, before 
the United States retrenches, could lead to two 
harmful outcomes. First, China and perhaps some 
other rising economic powers might opportunisti- 
cally divert countries into their economic spheres, 
leading to regional fragmentation (as well as a 
sense of escalating national security threats). 
Second, a leadership vacuum could arise in inter- 
national financial affairs and in multilateral trade 
efforts, which over time would impede the func- 
tioning of the integrated economy. 

Both of these outcomes, if they were realized, 
would diminish the ideological attractiveness of 
liberal economic arrangements and globalization, 
make the global economic system less resilient 
in response to future shocks (to every country’s 
detriment), and reduce economic growth and thus 
the rate of reduction in global poverty. 

This is primarily a diplomatic challenge, how- 
ever, and not one of economic inevitability or even 
domestic politics. The prospect of a world without 
clear US hegemony has long been foretold, and 
should be manageable. The recent financial crisis 
has marginally increased the urgency of tackling 
the issue, but does not fundamentally change it. If 
anything, the crisis has increased the willingness 
of smaller players to see their stake in the mainte- 
nance of the global economic regime. i 
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The World Still Needs a Leader 


LESLIE H. GELB 


reat powers no longer dominate world pol- 
itics in the same way they have throughout 
history. They probably never will again. 

Today, weaker states are better able to resist 
the strong. Indeed, strong states rarely consider it 
worth the cost to conquer weaker states. Further, 
many of the worst problems in today's world—civ- 
il wars, poverty, genocide, failing and failed states, 
domestic terrorism—occur within nations, rather 
than between them, and thus are much harder to 
affect from the outside. At the same time, many 
growing challenges such as climate change, cyber 
security, and pandemics are transnational, global, 
and terribly complex, and thus require the atten- 
tion of many nations and not just the most pow- 
erful. These considerations are all relatively new, 
and together they have profoundly altered the. 
exercise of international power. 

That said, major powers still hold a dispropor- 
tionate amount of power and remain uniquely 
capable of either affirmative or blocking action. 
Ánd among great nations, the United States still 
stands atop the power ladder—not as a dominant 
power, but as the leading one. No one seriously 
questions these propositions except schools of 
"levelers," who seem to believe that most states 
are now roughly on the same footing, and “declin- 
ists,” who never cease to foretell America’s fall. 

The point is this: The actions of major powers 
usually turn on the actions of the United States— 
the one nation capable of exercising leadership on 
international issues such as security, trade, climate 
change, and terrorism—and this will remain true 
for the foreseeable future. The central issue regard- 
ing America’s role in the world then becomes: How 
should Washington think about and use its power 
to either preempt problems or help solve them? 

To bring some order to this labyrinth, three 
sets of questions should be considered. First, how 
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does Washington’s power today compare with its 
power during the cold war? Was the United States 
really dominant then, as some assert? Second, how 
is power distributed in the twenty-first-century 
world? What characterizes the new context for exer- 
cising US power; and what kinds of power are effec- 
tive in various situations? Third, how can American 
leaders use their power more effectively, toward 
what goals, and by employing which strategies? 


BIPOLAR POLITICS 

It would be misleading to see the era that began 
in 1945 and ended with the collapse of the Soviet 
empire in the late 1980s and early 1990s as a 
period of US dominance, even though dominance 
sometimes occurred. In the bipolar world of the 
time, the Soviet Union exercised considerable 
supremacy in its sphere, based almost entirely 
on military might and a willingness to use force 
brutally. The United States held sway within its 
own sphere, largely because of its clear economic 
superiority and global military capabilities, and 
because it was the world’s sole defender against 
the spread of communism. 

Soviet-US relations amounted to a virtual power 
stalemate. This was not because the Soviet Union's 
power actually equaled Washington’s; it did 
not. Moscows power was mostly military, while 
Washington's was both broader—military, economic, 
political—and deeper. When the Soviet Union exer- 
cised power beyond its own empire, this was mostly 
because Washington effectively gave away free power. 
US political leaders exaggerated Soviet power to the 
point that Moscow was accorded stature in excess of 
its actual power. As a result, Washington could not 
gain bargaining advantages (or other advantages) 
over Moscow, and vice versa. Relations became more 
tense than usual during occasional confrontations 
over Korea, Berlin, or Cuba, and less tense during 
occasional, mutually useful negotiations. But the 
United States did not dominate the Soviet Union. 

From 1945 until the late 1950s, the United States 
made substantial efforts to rebuild the economies 
of Western Europe (particularly Germany) and 


388 © CURRENT HISTORY © November 2009 


Japan—indeed, by the end of the cold war, these 
ruined regions had become leading economic pow- 
ers. This proved a successful strategy for defending 
the West against communism. But at the same time 
that America’s new allies gained internal strength, 
they also gained international position and the 
power to bargain with Washington. 

This was also an era when nation-states explod- 
ed in number, going from just a few dozen in the 
1940s to nearly 200 as the century closed. Large 
numbers of former colonies gained independence 
and statehood during the cold war; almost all were 
poor and politically weak, making them fertile ter- 
ritory for communist exploitation. Most tests of 
power involving the two superpowers took place 
in the developing world. 

More tellingly, the new nations (along with 
traditionally weak states) began to teach major 
powers unhappy lessons about their power to 
resist—specifically, that military force could not 
accomplish what it had once accomplished. Both 
France and the United States felt the sting of this 
point in Vietnam, and the Soviets felt it even more 
devastatingly in Afghanistan. 
In 1979, the United States 
was humbled as well by revo- 
lutionaries in Iran, who held 
Americans hostage for well 
over a year without suffering 
US military retribution (other 
than a failed rescue mission). 

Once the Soviet empire collapsed, it became 
fashionable to proclaim a period of US domi- 
nance. The trumpeters were wrong. The United 
States had become the sole superpower, but it still 
lacked dominance. When true unipolarity did not 
materialize, fashionable writers dove to the other 
extreme and pronounced the world multipolar, 
characterized by an unprecedented leveling of 
power. Again, they were wrong. 


TODAY'S POWER REALITIES 

The twenty-first-century world is neither flat 
nor nonpolar. Rather, it is highly pyramidal. The 
United States is alone at the pinnacle, with formi- 
dable and unique powers of global leadership, but 
without the power to dominate. Stacked below the 
United States are many tiers of states, but most 
power is concentrated in the top tiers, among rela- 
tively few states. Nonetheless, states below the top 
tiers are powerful enough to block action. 

In the new pyramid of power, on almost every 
major issue, the United States still stands as the 
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only country capable of global action and lead- 
ership. Its economy, despite its current travails, 
outstrips all others. Its military, alone among 
militaries, possesses global reach. And diplomati- 
cally, Washington remains at the center of most 
international transactions. 

For all the growth in anti-Americanism over 
the past decade, most countries distrust the 
United States far less than they distrust one 
another, and many still look to Washington for 
help and protection. Many countries continue 
to see the United States as a source of balance 
in their regions as well as their sole protector 
against potential regional threats, be they China 
or Iran. 

The second tier in the pyramid is occupied 
by eight major powers: Russia, China, India, 
Brazil, Japan, Germany, France, and Britain. These 
countries carry considerable weight in their own 
regions but also have an international voice. The 
third tier includes oil-rich states like Saudi Arabia 
and certain states, such as Canada, that have 
carved out roles by virtue of their global activi- 
ties. Nestled throughout 
the pyramid are significant 
new international players— 
international business and 
nongovernmental organiza- 
tions. They all have to be 
factored into strategies for 
using power effectively. 


A NEW US STRATEGY | 

In this new world, the key to an effective US 
power strategy is not simply for the United States 
to wield power or to lead, but to use its power 
toward solving common problems. Washington 
does not have enough power to compel others to 
follow its lead—unless other countries think there 
is something in it for them. This, in turn, means 
that American leaders have to take the interests of 
others into account and, beyond that, compromise 
in their framing of common policies to ensure the 
participation and cooperation of other states. 

This approach does not condemn Washington 
to a future of denying its own essential interests 
or compromising away its essential positions. 
The basis of America's real leverage is that it is 
the only world leader. Other nations know they 
cannot solve their problems without US leadership 
and power. Washington therefore has inherent 
advantages in bargaining, with which it can read- 
ily protect its interests. 


Nor is Washington condemned to engaging in 
a fruitless marathon of multilateralism. American 
leaders do not need endlessly to increase the 
number of countries involved in multilateral 
efforts. Rather, what they should concentrate on is 
bringing together key countries—mostly the eight 
major powers, and a few others that are impor- 
tant to whatever matter is at hand. These “power 
coalitions” can then trigger necessary additional 
participation from other states. 

President Barack Obama’s handling of the 
September 2009 Group of 20 meeting in Pittsburgh 
was a good example of this approach in the eco- 
nomic sphere. Participants agreed on continued 
stimulus packages and regulatory reforms—and 
when countries that make up so much of world 
GDP take such actions, others will follow. 

These power coalitions, however, need to be 
mindful of how to make the best use of different 
kinds of power in the new international environ- 
ment. Foreign policy power is the power neces- 


sary to build coalitions. It includes all dimensions . 


of power—stage-setting (which others call *soft 
power"), military, economic, and political or 
diplomatic. Getting the job done almost always 
requires a package of these various powers. 

Stage-setting is not itself an exercise of power; it 
involves preparing the political landscape in.a target 
country with words and deeds designed to increase 
receptivity to the subsequent exercise of power. It 
is mostly rhetoric, the kind in which Obama has 
excelled—in contrast to George W. Bush. 

Military power is the most misunderstood form 
of power. It is not the actual use of force, nor is it 
mere military capability. It is the use of capabilities 
and demonstrated prowess to get leaders to do what 
they would not otherwise do. It is psychological and 
political, as is all power. US military force is suffi- 
cient to conquer the capital cities of most countries, 
but not countries themselves. That said, military 
power remains the principal ingredient of the 
principal security instrument: deterrence. There is 
no doubt that Iranian and Libyan leaders trembled 
after America's rapid and total victory over Saddam 
Hussein. The tragedy was that Bush did not use 
this fear to negotiate with Iran as he did with Libya. 
Libya gave up its weapons of mass destruction and 
its support of terrorism in the bargain. 

Economic power is a much more complicated 
instrument and works much more slowly than 
force. If military power is the storm, economic 
power is more like the tide: It takes time for it to 
eat into the political decisions of target nations. 
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In today's world, economics is the main means of 
influencing others. For Washington this presents 
opportunities, since the US economy is still the 
largest and most dynamic, and it still produces 
almost one-quarter of the world's gross output. 
However, the use of this power presents difficul- 
ties as well: Much of America's economic power is 
not wielded or even controlled by the US govern- 
ment, but by private business. : 

Political or diplomatic power is the merging 
of action and language. It requires a depth of 
knowledge about others' political societies so as to 
gauge which instruments work and which do not. 
Equally important, it requires good strategy— 
that is, a clear sense of threats and opportuni- 
ties, achievable goals, and a step-by-step plan for 
moving toward success. Americans usually want 
everything, yesterday—and do not get it. Consider 
the ever-repeated example of Washington push- 
ing Israelis. and Palestinians to the negotiating 
table for final status talks, which invariably fail. 
The power remedy here is to initiate confidence- 
building measures that establish a political basis 
for compromise at the discussion table. 


STAYING ON TOP. 


Despite all the new limitations on power, it 
remains the principal coin of the’ international 
realm. Nothing of value gets done without it, and 
power still comes down to pressure and coercion 
rather than love and law or newfangled interna- 
tional coalitions. 

Most nations still look to Washington and US 
power to provide the necessary leadership for 
solving or managing common problems. But the 
United States is falling short, and falling shorter 
every day. Its leaders seem to lack the political 
skills needed to build domestic support for prac- 
tical applications of power and needed to build 
necessary patience. Even more worrisome than 
this is a decline in America’s economic strength— 
a strength that has underpinned US pragmatism 
and confidence in democratic institutions, and 
that has enabled America's vast military superior- 
ity and its overall influence overseas. 

To stay on top and to lead effectively, America’s 
leaders must focus much more on restoring the 
nations economic potential and much less on 
fighting unwinnable wars and pursuing unachiev- 
able nation-building goals in the most trouble- 
some countries. Without a new strategic focus, the 
United States will squander its power and the world 
will find itself without a leader. E 
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When Great Powers Get Together 


WILLIAM W. FINAN JR. 


is the sole remaining bar in New York City 

where smoking is allowed. UN ambas- 
sadors, aides, and assorted staff sip cocktails or 
coffee, cigarettes in hand, some speaking softly, 
others with animation. The scene is one of nod- 
ding heads and multilingual discussions, carried 
out among representatives of every country on 
earth. It is all perfectly banal—this is how political 
people explain positions and 
carve out deals—but extraor- 
dinary as well. 

Part of the genius of the 
UN is that the most powerful 
states have agreed to par- 
ticipate in an organization 
that in principle can—along with a welter of 
other post-World War II institutions—constrain 
them from doing what they want. They find the 
potential for constraint is a small price to pay 
for empowerment to act, which the UN, with its 
blessing of international legitimacy, can provide. 

Even more remarkable is that in only a short 
time the UN has become, like the state system 
itself, hardwired into international politics. As 
David Bosco of American University notes in Five 
To Rule Them All, the UN and the Security Council 
in particular quickly developed a "gravitational 
pull" that has drawn international crises into the 
organization, for better or for worse. 

Bosco argues it has been for the better. His 
new book is a critical celebration of inargu- 
ably the most important element of the UN: 
the Security Council, and in particular the role 
played by the Council's five permanent members 
(the United States, Russia, Britain, France, and 
China). Driving Bosco’s exposition is a central 
theme—that the Security Council works. In 
order to understand why it works, however, we 
need to see it both as a concert of great powers 
and as a governing entity with the ability to initi- 
ate war and to create the conditions for peace. 


Ts diplomats lounge at the United Nations 


WILLIAM W. FINAN JR. is Current History's books editor. 


Five To Rule Them All: The UN 

" Security Council and the Making 
of the Modern World | 
by David L. Bosco. 
Oxford University Press, 2009. 
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What Bosco sets out to do and what he achieves 
are, unfortunately, two different things. The book 
is structured as a chronological rendering of the 
Councils history, but it is history presented as a 
series of vignettes. The vignettes are acutely drawn 
and nearly always enlivened by a telling anecdote 
or striking detail. Yet the author often fails to 
engage with his material in a way that would help 
the reader understand what is important in terms 
of the different roles the body 
has played. 

Where Bosco does engage 
with his material—when 
he deals with the Security 
Council at the end of the cold 
war—the book comes alive. 
In these pages he describes vividly and dissects 
with subtlety some’ of the best moments in the 
Councils history (helping bring an end to the 
Iran-Iraq war, guiding an international coalition 
to repel Iraq from Kuwait) and some of the worst 
(failing Rwanda during its genocide, and Bosnia 
during its war for independence). 

Pointedly, Bosco scores the 2003 Security Council 
debate about the US-led invasion of Iraq as ulti- 
mately a win—a raw one—for the UN. He quotes 
the then- Canadian ambassador to the UN, Paul 
Heinbecker, who said, “That the Council would not 
give the Americans and the British the authority . . . 
probably added credibility to the institution." 

Five To Win Them All could have been a shorter 
book, one that spared readers some of its rushed 
history of the Council since its inception—or a 
longer book that fully engaged with that history. 
Either approach would have made it a better book. 
The argument of Bosco's work, however, cannot be 
faulted. The Security Council has indeed become 
a place where the great powers have debated, 
disagreed—and sometimes even agreed—about 
nearly every major security issue that has emerged 
since the UN's inception. That the institution has 
often failed is, of course, true. But it has managed 
to fulfill one goal without exception: It has helped 
keep the great powers from clashing militarily. MI 
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_THE MONTH IN REVIEW. 


September 2009 


INTERNATIONAL 


. Climate change 

Sept. 21—Representatives of the International Energy Agency 
(IEA) publicly discuss an agency study, as yet unreleased, that 
will project a 2.6% reduction in carbon emissions in 2009 
compared to 2008. The reduction is mainly attributed to a 
decrease in energy demand stemming from the global economic 
downturn. But the IEA says about % of the reduction follows 
from government actions, including Europe's overall emissions 

X strategy, Chinas efficiency policies, and tougher standards for 
car emissions-in the US. 

, Sept. 30—The administration of US President Barack Obama 

announces it is proceeding with new rules that will allow the 

Environmental Protection Agency to regulate carbon emissions. 

The administration is also pursuing plans to address climate 

change through a.cap-and-trade system similar to Europe’, but 

this initiatives future is uncertain in Congress. 


Global arms trade 
Sept. 6—The US Congressional Research Service reports that for- 
eign armaments deals amounted to $55.2 billion in 2008, down 
7.696 from 2007 levels. Sales originating in the US, however, 
_ increased to $37.8 billion from $25.4 billion, meaning that US- 
based sales accounted for more than 2/3 of all deals. 


Global health 

Sept. 10—Unicef, the UN Children’s Fund, us that child mor- 

. tality, defined as children dying before their 5th birthday, fell to 
8.8 million in 2008, the lowest number since record-keeping 
began in 1960. The improvement is attributed to measures such 
as administering measles vaccines, distributing mosquito nets to 
guard against malaria, and encouraging breastfeeding in place of 
bottle feeding. 

Sept. 20—The UN reports that HIV testing more than doubled in 
2008 across dozens of countries and that the global total of HIV- 
positive people who take antiretroviral drugs increased by over 
1 million, to surpass 4 million overall. However, more than 2.7 
million people were infected with HIV in 2007, the latest year 
for which such figures are available. - 


Group of 20 

. Sept. 25—At a Pittsburgh meeting of the Group of 20, a forum 
that brings together the worlds largest economies, the organiza- 
tion announces that it will permanently replace the Group of 8 
industrial nations as the chief coordinating body for the global 

- economy. The move acknowledges the growing importance of 
emerging markets like Chinas, India’s, and Brazil's. 

The G-20 agrees on a set of policies that, if individual states 

. implement them, will result in tighter regulation of the finance 
industry. Also, in an effort to rebalance the, world economy, the 
US vows to reduce its trade and budget deficits while countries 
such as China and Japan say they will increase domestic con- 
sumption and reduce their dependence on exports. The partici- 
pating countries agree to a “peer review” of their policies. 


Israeli-Palestinian conflict 

Sept. 7—Israeli Defense Minister Ehud Barak authorizes the con- 
struction of 455 housing units for Jewish settlers in the West 
Bank. The decision precedes an expected freeze on settlement 
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construction, as has been demanded of Israel by Obama and 
. stipulated by Palestinian authorities as a condition for Israeli- 
Palestinian negotiations. 


United Nations 

Sept. 24—The UN Security Council adopts after vigorous US 
diplomacy, a resolution designed to limit the international 
transfer of nuclear material and technology. The Council also 
mandates a review, to be carried out next year, of the Nuclear 
Nonproliferation Treaty. 


AFGHANISTAN 


Sept. 4—In an incident that intensifies long-standing Afghan con- 
cerns about civilian deaths caused by foreign military forces, 
between 60 and 100 people are killed in a NATO aerial bom- 
bardment of fuel tankers that had been hijacked by the militant 
Taliban organization. NATO had recently instituted tighter rules 
governing aerial bombardment because of numerous civilian 
casualties. 

British Prime Minister Gordon Brown affirms his commitment 
to a British military presence in Afghanistan, saying his country’s 
9,100 troops will remain there. The international military effort 
in Afghanistan has recently faced increasing political pressure 
within several participating countries, including, along with 
Britain, Germany and France. 

Sept. 6—France, Germany, and Britain call for an international 
conference to address ways to shift responsibility for security in 
Afghanistan to that country’s government. 

Sept. 16—Election monitors from the EU identify as suspect 
roughly 1/3 of the votes cast for President Hamid Karzai in the 
country’s August election. Preliminary election results show 
Karzai the likely winner, but the monitors' determination casts 
further doubt on an election already seen as deeply compro- 
mised. 

Sept. 20—US media outlets report details of a leaked assessment 
of the Afghanistan war by Gen. Stanley McChrystal, the top US 
commander in the country. McChrystal reportedly says that 
more US troops and a robust counterinsurgency strategy are 
needed to prevent the international effort from failing. Obama 
is said to be weighing McChrystal’s strategy suggestions against 
other approaches, such as pulling significant numbers of US 
troops out of Afghanistan in order to concentrate regional 
counterterrorism efforts on Pakistan. 


CHINA 


Sept. 4—The state news agency reports that in recent days a 
wave of violence in Xinjiang province between Han Chi- 
nese and ethnic Uighurs has resulted in at least 5 deaths. A 
round of violence in July caused almost 200 deaths. Tensions 
between the 2 groups result in part from Uighur perceptions of 
Han discrimination. 


GERMANY 


Sept. 27— Social Democrats, who have governed since 2005 in 
an uneasy grand coalition with their ideological opponents in _ 
Chancellor Angela Merkels Christian Democratic Union, suffer 
serious losses ın a general election. The Christian Democrats 
now enter negotiations to form a government with the Free 
Democratic Party. 
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GUINEA 
Sept. 28—Soldiers go on a rampage at a rally of an opposition politi- 


cal party, killing as many as 157 people. The country is governed . 


by a military strongman, Moussa Dadis Camara, who carried out a 
coup in December 2008. The soldiers who participate in the kill- 
ing are alleged to represent the countrys elite presidential guard. 


IRAN 


Sept. 11—The Obama administration announces it will engage in 
direct diplomacy with Iran by sending a representative to partic- 
ipate in multilateral talks on the country’s nuclear program. The’ 
administration of George W. Bush had largely spurned direct 
contact with Iranian officials. 

Sept. 25—At the G-20 meeting in Pittsburgh, officials from the US, 
Britain, and France present previously classified information 
showing that Iran has been constructing a formerly undisclosed 
uranium enrichment facility near the city of Qum. Iran main- 
tains that the facility was never meant to be secret and is indeed 
legal. Iran’s actions are widely viewed as duplicitous. The US 
demands quick access to the site and its personnel. - 

Sept. 28—Iran says it has test-fired missiles capable of striking 
Israel and parts of Europe. 


KOREA, NORTH 

Sept. 18—The official Chinese news agency Xinhua: reports that 
North Korean leader Kim Jong-il has told Chinese diplomats 
that he is open to bilateral and multilateral talks on his country's 
nuclear program Over recent weeks Pyongyang has taken a 


that Russia might be amenable to tougher international sanc- 
tions against Iran. 


UNITED STATES 


Sept. 4—The Labor Department reports that unemployment in 
the US reached 9.796 in August, with employers cutting a net 
216,000 jobs during the month. The report appears to confirm 
fears that, though the economy has probably begun growing 
again after a deep recession, high unemployment may persist for 
many months. 


Sept. 11—The Obama administration announces that it will . 
impose tariffs of up to 3596 on Chinese-made tires for auto- 
mobiles and light trucks. The decision is allowable under the 
rules of the World Trade Organization, but it increases frictions 
between the 2 countries. Moreover, it is significant because it is 
not made in response to specific unfair trade practices by China 
but rather because Chinese-made tires are judged to have cre- 
ated a “market disruption" for US-based manufacturers. 


Sept. 17—In a reversal of a Bush administration policy, Obama 
‘announces a decision not to install ground-based missile inter- 
ceptors in Poland and a radar facility in the Czech Republic. 
Obama instead opts for smaller interceptors to be based 1st 
at sea and later on land. Plans for the Europe-based missile 
shield, which the Bush administration said was designed to 
neutralize the threat to Europe of long-range Iranian missiles, 
had met with stiff resistance from Russia, which viewed the 
proposed system as diminishing its own security. Obama says 


senes of actions that seemingly indicate a desire to reduce ten- ` 


he has reversed the policy because Iran is now believed to be 
sions on the Korean peninsula. 


closer to developing short- and medium-range missiles than the 
long-range missiles that the previous interceptor system was 
designed to combat. Observers suggest the change is also meant 
to win Russian support for US priorities such as reining in Iran's 
nuclear program. B 


RUSSIA 


Sept. 23— Russian President Dmitri Medvedev, in a joint appear- 
ance with Obama on the sidelines of a UN meeting, indicates 
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THE GLOBAL ECONOMY is growing, most countries 
are at peace, and Americas international standing 
has improved under President Barack Obama. Yet 
the economic imbalances and financial fragility that 
last year tipped the world into crisis remain largely 
in place. The war in Afghanistan and insurgency 
in Pakistan appear increasingly nasty And even 
with Obama's pragmatic leadership and willingness 
to engage, it is not clear how successfully the 
international community will be able to address 
global challenges such as climate change, nuclear 
proliferation, terrorism, and enduring poverty. 
Current History will take up these and other themes 
in the next issue, our annual assessment of global 
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“Iran’ rise has alarmed Israel, Turkey, and the core Arab states in equal measure, 


encouraging a.. 


. reworking of the regional balance id power" . Z 


The Middle East’s New Power "S 


ANOUSHIRAVAN EHTESHAMI 


elations among the regional powers in 
Re Middle East .continue to dominate 

global concerns about security. As we 
watch the era of George W. Bush fade into his- 
tory, we are still saddled with the consequences 
of policies that unleashed US military might in 
the region and, in the process, caused substantial 
imbalances among the regional powers that have 
proved difficult to redress. 

The transformation of Iraq.into a’ Shiite-run 
state, the first of its kind in the modern Arab 
world, together with a further weakening of the 
Arab order that has followed, is a case in point. 
The US intervention in Iraq disrupted the region's 
notoriously contested and nebulous balance of 
power and, not surprisingly, reinforced anarchical 
behavior patterns. A power vacuum in the Arab 
world invited Al Qaeda into Iraq. It also embold- 
ened Iran, Israel, and Turkey to become more 
assertive in their regional dealings. l 

But among the key non-Arab actors in. the 
Middle East, it is Iran that has gained the most 
leverage in recent years. This has created a 
region-wide sense of apprehension compounded 
by concerns over that country’s nuclear program 
and the aggressive posture of Iran’s, neoconser- 
vative president. Iran’s rise has ‘alarmed Israel, 
Turkey, and the core Arab states in equal mea- 
sure, encouraging a further reworking of the 
regional balance. of power. Although it is far too 
early to talk of a joint Arab-Israeli position on 
Iran, the two sides share enough strategic con- 
cerns about Iran's rise to be tempted by some 
stealth *bandwagoning." 





ANOUSHIRAVAN EHTESHAMI is d professor of international 


relations at Durham University. His books include Globaliza- 
tion and Geopolitics in the Middle East: Old Games, New. 
Rules (Routledge, 2007). 


The extent and shape of such cooperation will 
depend, of course, on progress toward resolving, 
the Palestinian-Israeli conflict. But Iran’s rise has 
already provoked a strengthening in the Turkish- 
Israeli partnership, as well as a greater Turkish 


` presence in, both the Arab and transcaucasus 


realms, territories in which Iran too has been 
increasingly active. , ! 
Containment of Iran, through confrontation 


. Or appeasement, has become a major driver of 


A945 


regional balancing. Indeed, the possibility of a 
war to contain Iran has haunted the region since 
the introduction of the “Bush Doctrine,” affecting 
regional security calculations at every level. Many 
Arab leaders are anxious about the consequences 
of an Israeli military attack on Iran, since the 
Iranians have gained a substantial foothold in the 
Arab region. Nc one is underestimating Tehran’s 
ability to lash out, and nowhere is the fear of an 
Israeli-Iranian military exchange- more evident 
than in the Persian Gulf subregion, where regional 
rivalries are more acute than ever. 

In the Gulf region, Saudi. Arabia’s emergence 
as the dominant Arab actor has been matched 
by Iran’s resurgence as the northern shore’s main 
player and ally of the new Iraq. Iran and Iraq 
taken together, given their considerable resources 
and demographic weight (approaching 100 mil- 
lion people), can dominate power relations in the 
energy-rich Gulf. 

Iran and Iraq's. alliance-building aspirations 
eventually may be dampened by Baghdad's asser- 
tion of its Arab identity as a means of reintegrat- 
ing into the Arab mainstream, differences over oil 
production and pricing, Baghdad's concerns about 
Iranian meddling in Iraq's internal affairs," and 


possible religious tensions over Iran’s politiciza- 


tion of Shiite Islam. But for the time being at least, 
the two countries are likely to continue working 
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closely together in areas of interest to Iraq: two- 
way religious pilgrimages, socioeconomic and 
infrastructural development of Iraq (in the south 
in particular), free access to the Persian Gulf 
waterway, boundary issues, and the like. 

In any case, since 2003 and the US-imposed 
regime change in Iraq, Riyadh and Tehran have 
been grooming themselves as the subregion’s 
dominant local powers. And since both have 
also been increasing their respective stakes in the 
Levant and the Arab-Israeli theater, their jockey- 
ing is no longer limited to their immediate neigh- 
borhood. The Saudis and Iranians’ rivalry is now 
effectively pan-regional. | 


AMERICA HAMSTRUNG? | 

Into this fluid situation has stepped an American 
president with a new outlook and a promising set 
of priorities. Barack Obama has pressed Israel 
to accept a just peace with the Palestinians and 
made efforts to settle grievances that have dogged 
US-Iranian relations. The 
problem Obama faces in 
trying to achieve these 
laudable goals is less 
political than strategic, 
in that Washington will 
likely find it increasingly 
difficult to separate the 
theaters in which Israel and Iran operate. 

This being the case, so long as Tehran and Tel 
Aviv persist with their aggressive intent toward 
each other and their zero-sum approaches to 
regional diplomacy, it will be practically impos- 
sible for the United States to press one party with- 
out having to look over its shoulder at the other. 
Indeed, at no time has strategic interdependence 
across the regional theaters been so deep, fueling 
power rivalries and competition over the entire 
broader Middle East. 

Thus US action, albeit very different in kind 
from the interventions of Obama’s predecessor, is 
likely again to prove disruptive to the region. The 
reason for this is that the United States is perhaps 
the greatest outside “local” power the Middle East 
has ever seen. America continues to be the region’s 
dominant external actor, whose considerable local 
presence, politically and militarily,-gives it the 
attributes of a local power as well. US actions have 
often proved decisive in tipping the balance of 
power among regional rivals. 

At the same time, Washington also has to bal- 
ance its Iran policy, and its attempts to further 





Regional rivalries were already changing 
the Middle East's strategic map when the 
United States intervened in Iraq in 2003. 


the Israeli-Palestinian peace process, against 
other priorities in the global arena in which it 
operates. The United States will have difficulty 
persuading skeptics like China and Russia to 
commit to the US position on Iran without 
compromising on its other priorities, such as 
economic imbalances, Georgias independence, 
global warming, North Korea's nuclear program, 
Taiwan's security, human rights in Tibet, a new 
arms control treaty.with Russia, and support for 
counterterrorism efforts. 

Russia and China should not be seen as pas- 
sive actors in the Middle East. Each of these 
nations has a wide range of interests (military, 
economic, and political) to protect, in particular, 
in Iran. They undoubtedly will seek to ensure that 
any redistribution of regional power following a 
US-Iran rapprochement or war does not occur at 
their own expense. 

Furthermore, how far can the United States press 
Tehran and Tel Aviv when it reniains stretched in 
Iraq and Afghanistan? 
Perceptions of a ham- 
strung America figure 
into the calculations of 
Middle East actors. Their 
assessment of Obama's 
real strengths could prove 
decisive in the struggle 
among the key parties. And uncertainties regarding 
the United States add to regional volatility. 


VIOLENCE AND PARANOIA 

What the above implies is that the Middle East 
landscape is fluid and its power relations rather 
uneven. This region, unlike others in the world, 
is characterized by intense dynamism in which 
power relations can change rapidly and external 
pressures can affect the regional balance of power 
in dramatic and often unpredictable ways. 

The drivers of rivalry in this highly unstable 
environment are also distinct from those in other 
regions. One driver is the prevalence of paranoia. 
Most Middle Eastern states over time have devel- 
oped a sharp security and military edge. In fact, 
this characteristic is not unique to the authoritar- 
ian regimes: From Israel to Pakistan, the secu- 
rity paradigm dominates. For good reason, some 
would say. Yet, in policy terms, the obsession with 
security fuels regional suspicions as well as rival- 
ries, in the process ensuring the presence of well- 
oiled military machines in every critical country 
in the region, regardless of size. 


A second driver of regional rivalry is the capri- 
cious and intense violence that, with each erup- 
tion, undermines regional states’ sense of security 
and feeds their unilateralist tendencies. Endemic 
violence, coupled with the frequency and intensity 
of conflicts, has had a corrosive effect on interstate 
relations. Each violent act hardens the shells of 
states in the region, at the same time fueling their 
predatory instincts and sharpening their survival 
strategies. The struggle for survival has in turn 
encouraged maximalist policies and competition 
for supremacy—for some states, supremacy and 
survival have become synonymous. 

Third, non-state actors as perpetrators of vio- 
lence play an important role.in stoking contention 
in the Middle East. In recent years, for example, 
Israel has found itself embroiled in two conflicts 
with two separate non-state actors—Hezbollah in 
Lebanon in 2006 and Hamas in Gaza in 2008-9. 
On each occasion, other states found it impossible 
to stay clear of the war zone. 

In 2006, Iran and Syria rushed to the aid of 
Hezbollah, and after the guns fell silent undertook 
a massive rearmament of the Islamist militant 
group, thus not only challenging Israel's botched 
attempt to alter Lebanon’s political makeup, but 
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also ensuring that the regional landscape would 
not change in Israel’s favor. The conflict ‘thus 
deepened rather than curtailed regional rivalry. 

Lebanon itself—which remains in a state of 
political paralysis, and which has suffered a power 
vacuum since the assassination of its popular for- 
mer prime minister, Rafik Hariri—has served as 
an arena for regional rivalries to play themselves 
out. (Few thought it a coincidence that, within 24 
hours of Prime Minister Saad Hariri’s September 
10, 2009, announcement that he was abandoning 
his efforts to form a government, two rockets were 
fired into Israel from Lebanon. Nor did ‘Israel's 
subsequent retaliation surprise anyone. These 
events did, however, underscore the fragility of 
the war-created status quo.) 

In 2008, the entire Arab world was caught 
up in the storm that Israels attack on Gaza 
unleashed. Egypt and Jordan in particular came 
under intense pressure that forced them to defend 
their diplomatic links with Israel and to appear 
supportive of the Palestinians. Saudi Arabia, too, 
found itself badly exposed in the region, standing 
accused of not providing sufficient support to the 
Palestinians. Riyadh’s reputation faced risks due to 
a conflict that was not of its making or choosing. 
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, Even if some Arabs may have secretly wel- 
comed Israel’s pulping of the Islamist militant 
faction Hamas, the Arabs’ apparent impotence in 
the face of perceived Israeli aggression increased 
dissent among their ranks, which in turn inflamed 
their rivalries. The Arab states, divided as they 
were, found themselves caught again in the rivalry 
between Iran and Israel on the regional stage, as 
Tehran did everything it could (short of sending 
soldiers) to portray itself as the true defender 
of the Hamas warriors and by extension the 
Palestinian cause. 

These episodes show that non-state actors can, 
partly through violence and partly through skillful 
political action, stoke regional rivalries. Al Qaeda, 
another non-state player with influence in the 
Middle East, has through unpredictable terrorist 
acts compounded the fear that elites harbor about 
regime stability. All this"makes regimes more 
vulnerable to, and suspicious of, penetration of 
their realms by other states or by non-state actors 
sponsored by other states. More than anywhere 
else in the world, instability and violence form the 
backdrop to state actions, and help shape states’ 
perceptions of each other. 


UPSETTING THE BALANCE 

As already noted, the Middle East is a penetrat- 
ed regional system in which external powers have 
a strong presence, yet at the same-time they have 
proved unable to regulate its politics. As a conse- 
quence, such powers have had little choice but to 
rub shoulders with regional state actors and non- 
state forces. The critical problem for the external 
actors has been the need to maintain prudent 
mechanisms for managing regional antagonisms 
while minimizing their own destabilizing effects 
on the regional balance of power. 

Considerable evidence suggests that regional 
rivalries have intensified since the terrorist attacks 
on New York and Washington on September 11, 
2001. The attacks acted as a second 'catalyst— 
following the collapse of the Soviet Union and the 
apparent end to direct superpower competition 
in the Middle East—for a deepening of conten- 
tion among regional powers. On top of this, the 
US military interventions after 9/11 have had a 
crucial impact on the regional system, adding to 
underlying tensions in the Arab world that Iraq's 
1990 invasion of Kuwait had generated. 

The 9/11 attacks put immense strain on the 
pro-Western Arab regimes and their relationship 
with the United States. With Riyadh in shock 


after 9/11, and on the defensive for its support 
of Islamic activists and of the Taliban regime in 
Afghanistan, strategic space was opened up for the 
non-Arab states to occupy. Iran, Israel, and Turkey 
all have begun to feature more prominently in 
regional machinations since 9/11, though in may 
different ways. 

Also, long before 9/11, Iraq’s changing role in 
the region had been upsetting the Middle Eastern 
balance of power. Iraq for some decades had been 
the “eastern gateway” of the Arab world and a 
major balancer in the Arab-Israel theater as a pro- 
vider of “strategic depth” for the so-called front- 
line Arab states. After 1980, however, Iraq’s role 
began to change considerably. Within one decade 
it unleashed its military might in two bloody and 
futile campaigns, against Iran (1980-88) and 
Kuwait (1990-91). The result was that Iraq was 
greatly weakened and its traditional role as the 
Arab east's decisive power was eroded. 

Likewise eroded during this period .was the 
position of Egypt, the central axis toward which 
Arabs had traditionally gravitated, and Arab and 
non-Arab states alike contended in the 1990s 
over the resulting power vacuum. An Arab 
region without a heartland became an atomized 
and fractured place, more vulnerable to the influ- 
ence of others. Slowly but surely the regional 
balance of power began moving away from the 
great Arab powers and toward countries such as 
Iran and Israel. 

In Egypt’s case, this process had begun with 
the 1979 Camp David accords with Israel, which 
led to the regional isolation of the Arab power- 
house for a decade. In more recent times, Egypt's 
inability to bring order to the Palestinian politi- 
cal ranks, to help stabilize Lebanon, to rebuild 
Arab partnerships in the Maghreb and with the 
Gulf Arab states, and to moderate the impact of 
the Iranian-Syrian alliance in the Levant have all 
resulted in the weakening of Egypts role as the 
political center of the Arab region. 

. So regional rivalries were already changing 
the Middle East’s strategic, map when the United 
States. intervened in Iraq in 2003. Even so, the 
intervention seriously aggravated antagonisms in 
the region, as it transformed Iraq (west Asia s most 
populous Arab state) from a country with a Sunni- 
dominated political order to a Shiite-ruled state 
that is, at least for the time being, emotionally, 
ritually, and politically close to neighboring Iran. 

To the dismay of the major Arab powers such as 
Saudi Arabia and Egypt, non-Arab Shiite Iran had 


overnight acquired an unrivaled voice and pres- 
ence,in the historically and strategically important 
Iraq. The Arabs’ “eastern gateway,” which Saddam 
Hussein had so painstakingly strengthened in 
order to check Iran, had suddenly become a paved 
highway over which Tehran could spread its influ- 
ence and unique brand of political Islam to the 
heart of the Arab world. 


ISRAEL MISCALCULATES 

The rise of Iran has affected not only Arab 
politics but also Israel’s calculations regarding 
the regional balance of power. While a much 
weakened (and US-occupied) Iraq served Israel’s 
broader interests, certainly leaving Syria more 
vulnerable if nothing else, it is clear that Israel did 
not expect this good fortune to come at the cost 
of greater Iranian influence in Iraq and a more 
influential Iran on Israel’s own doorstep. 

Just three years after the fall of Baghdad, in 
the summer of 2006, an indication of the ways in 
which the new pattern of rival- 
ries could affect the region- 
al order was provided by the 
inability of the Israeli Defense 
Force to defeat the Lebanon- 
based Hezbollah during an 
intense one-month conflict, 
despite the Israelis military 
superiority. The outcome was 
widely interpreted as the Arabs’ first victory over 
Israel in 60 years—yet Hezbollah is a Shiite orga- 
nization sponsored by non-Arab Iran. Hezbollah 
emerged as the champion of.the “Arab street.” 
Its turbaned leaders were cast as heroes and their 
photographs were displayed in every major Arab 
city. Shiite penetration of the dominant Sunni 
order has not let up since. 

Having said this, it is important not to under- 
estimate the role of the Arab powers, which 
have remained vital to the overall strategic 


makeup of the region. Egypt, Saudi Arabia, Syria, . 


Algeria, and Libya retain considerable influence. 
Although power is divided unevenly among 
them,.collectively they: form a sizeable commu- 
nity of actors. | 

Among the Arab nations too, however, power 
in recent years has been shifting quite markedly. 
Saudi Arabia's role has grown considerably, aided 
by a massive increase in oil prices from 2005 to 
2008, the proactive policies of King Abdullah, and 
a mending of relations with the United States. Át 
the same time, smaller Arab players in the Persian 


Containment of Iran, through 
confrontation or appeasement, 
has become a major driver 
of regional balancing. 
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Gulf, with their tinancial muscle and also US sup- 
port, have grown in significance. Qatar, the United 
Arab Emirates, and to a lesser extent Kuwait fall 
into this category. : 

These smaller Arab countries are affecting 
regional politics in ways that do not always accord 
with the interests of the major regional actors. 
They sometimes help to. defuse tensions through 
mediation, but also have unintentionally fueled 
rivalries and furthered Arab fragmentation in their 
pursuit of independent interests. Qatar’s diplomat- 
ic involvement in Palestine and Lebanon, in direct 
challenge to the larger Arab states, and its decision 
to invite Iranian President Mahmoud Ahmadinejad 
to the Gulf Cooperation Council's 2007 summit in 
Doha, are examples of this trend. 


THE SAUDIS AND THE REST 

. Why do these regional rivalries matter? The 
Middle East continues to be strategically impor- 
tant as a primary source of energy and on account 
of financial power, geopoliti- 
cal competition, and of course 
religion. But for all its riches, 
indeed in part because of its 
riches, it is also one of the 
world's most volatile regions. 
Beyond the dramatic impact of 
security-related developments 
after 9/11, the Middle East 
has acquired a further strategic edge as demand 
for its hydrocarbon resources has. seen substan- 
tial growth because of the rapid rise of China, 
India, and other pivotal economies. Meanwhile, 
violence and :militarization in the region have 
not ebbed. And with the fall of Baghdad in April 
2003, a new power dynamic has appeared. It is 
important, therefore,.to understand the particu- 
lar roles and character of the major regional play- 
ers as each competes for greater influence: 

Iran and Israel can be said to be the “mission- 
ary" actors par excellence today, in terms of hav- 
ing a clear mission in their conceived roles and 
in their drive to achieve their objectives. Saudi 
Arabia, Syria, and to a lesser extent Egypt also 
have a definable role as leading Arab powers in 
the region, but at the same time they have to 
adjust to a new dynamic among themselves. The 
polarization and rapid fragmentation of the Arab 
region that followed Iraq’s occupation of Kuwait 
in August 1990 increased the tendency for uneven 
distribution of power. In fact, the pattern of Arab 
fragmentation had been established by-Egypts uni- 


400 * CURRENT HISTORY * December 2009 


lateral peace treaty with Israel in 1979, after Cairo 
had led a number of Arab military campaigns 
against the Jewish state. With Iraq weakened and 
under international sanctions in the 1990s, other 
players grew in prominence. 

But it was not until this century, with the 
US intervention in Iraq, that new power lines 
were firmly drawn, cementing an intense rivalry 
between Iran and Saudi Arabia. Syria and Egypt 
remain critical players in the Arab-Israeli theater, 
and the formers role is also important in the 
context of the conflict in Iraq and the political 
turmoil in Lebanon. Even so, the manner in which 
Saudi Arabia has emerged with a clear voice and 
presence across the Middle East theaters is quite 
extraordinary. In some respects Riyadhs game 
may be summed up as an effort to consolidate its 
position as the "first among equals." 

Although the kingdom's small population, lim- 
ited military strength, domestic religious mili- 
tancy and exposure to oil price fluctuations 
continue to make it vulnerable, Saudi Arabia's 
huge oil wealth and .capital 
accumulation give it consid- 
erable weight in the region. 
The Saudis’ successful global 
diplomacy—they have forged 
links with China, India, the 
European Union, and Turkey, 
while keeping their traditional US ties strong 
after a blip in 2001 and 2002—highlight their 
desire to manage the regional agenda. With regard 
to Lebanon, Palestine, the wider Arab-Israeli 
peace process, and the Gulf Arab responses to 
Iran’s challenge, Riyadh’s diplomatic presence has 
become a real force to be reckoned with. 

Further evidence of this new reality is to be 
found in Saudi Arabia’s prominence in the Persian 
Gulf subregion’s delicate power relations. The 
growth of the subregion is in itself a feature of 
the continuing fragmentation of the Arab world. 
This subregion, however, is not an entirely Arab 
one. It contains the Gulf Cooperation -Council 
countries and Iraq, but also Iran as a direct player, 
and Turkey, Afghanistan, Pakistan, and Yemen as 
extended members. ` 

Pakistan and Yemen represent serious secu- 
rity challenges for the subregion and could 
very easily affect its stability. Both nations are 
weak centrally and radical transnational Islamist 
groups are taking root in both. Turkey, for its 
part, is playing an increasingly constructive role, 
and has demonstrated the potential to facilitate 





The Saudis and lranians' rivalry 
is now effectively pan-regional. 





regional integration. Ankara has consolidated its 
strategic links with Israel, even as it works more 
closely with the Arab states. Turkey is also well 
placed to aid Iraq's recovery, help provide Iran 
access to Europe, and facilitate economic part- 
nerships between the Middle East and the Turkic 
republics of Eurasia. 


THE IRANIAN CHALLENGE 

Iran, on other hand, poses a potent state- 
level challenge. As a growing regional power 
that seems unbeholden to others, it is perceived 
as able to absorb external pressures exerted 
on it. For the United States, Iran remains an 
adversary—and a “grave threat," were it to 
acquire a nuclear weapons capability, according 
to Obama. For the Arab states; Iran represents 
a "challenge" that needs to be dealt with col- 
lectively, according to Saudi Foreign Minister 
Prince Saud al-Faisal. For Israel, Iran is said to 
pose the greatest threat, both directly and also 
in strategic terms. 

Among all of these players, 
it is feared that a nuclear- 
armed Iran would drastically 
shift the regional balance of 
power in Tehrans favor. Such 
a development would, more- 
over, fuel a new and poten- 
tially deadly regional arms race, as Israel's Arab 
neighbors would face a growing temptation to 
develop their own nuclear deterrence capabili- 
ties. Israel's nuclear monopoly thus could end in 
a rapid proliferation. Israel’s apparent readiness to 
strike against Iran’s nuclear installations reflects 
in part the threat to Israel’s security supremacy 
that is posed by Tehran. But military action would 
inevitably further disrupt the precarious regional 
balance of power and encourage new eee 
of political forces in the region. 

Iran’s nuclear program, therefore, poses the 
most urgent strategic challenge in the Middle 
East. As it happens, the danger of a new regional 
conflagration has increased because of the con- 
figuration of leaders and policy makers in the 
most critical Middle Eastern countries con- 
cerned, namely Israel and Iran. In Israel, an 
Iran-obsessed right-wing government has tied 
the future of peace with the Arabs to the curtail- 
ment of Irans. nuclear activities, most notably 
its uranium enrichment, and is in effect holding 
America’s new regional diplomacy hostage to 
this issue. Given the real challenges that Iran’s 


policies and utterances pose to Israel, the latter’s 
concerns cannot be easily dismissed. But how 
easily can they be addressed? 

On the Iranian side we have seen the reelec- 
tion of President Ahmadinejad confirmed this 
year, despite evidence of industrial-scale electoral 
fraud in his favor. His administration's legitimacy 
deficit could encourage adventurism abroad, as 
he attempts to deflect discontent at home and 
also to recover his international reputation as an 
uncompromising hard-liner. 

More broadly, the three areas of concern 
that defined the Bush's administration's rela- 
tions with the Middle East—terrorism, weapons 
of mass destruction, and anti-Americanism— 
continue to apply when it comes to Iran. The 
worldview. of Iran’s paranoid regime is shaped 
by conspiracy theories and its fear of regime 
change. To have the regime’s very foundations 
shaken by its own citizens—as occurred after 
the fraudulent June election—has to be unset- 
tling to the leadership. 

As a result, some in the ruling establishment 
will likely, encourage the acceleration of the nucle- 
ar programs. weaponization.. For them, survival 
can only be assured through strong deterrence: 
that is, deterrence against outsiders’ interfering in 
their suppression of the opposition movement at 
home. This is not good news—not for the sake of 
nonproliferation, nor for the sake of a more bal- 
anced set of relationships in the region. 
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On the other hand, some in the Iranian elite 
will recognize that one sure way to shore up the 
disgraced regime would be to strike a grand bar- 
gain with the United States. This option should 
not be dismissed as unrealistic, given the state of 
play in Iran and the mounting political, economic, 
and social problems facing the dominant ruling 
faction. In any case, what transpires regarding 
Iran's nuclear program is likely to prove decisive 
for relations among the region's powers. 


UNCERTAINTY AHEAD 


We are entering, once again, a period of uncer- 
tainty for the region. Given Iran’s significant 
weight and influence in the broader Middle East, 
developments in that country will cast a shad- 
ow over everything else. Unfortunately, while 
Washington seems ready for a leap forward and 
a comprehensive deal to achieve better relations 
in the region, Iran and Israel continue to display 
a bunker mentality in which zero-sum-game cal- 
culations prevail. 

It is striking that in the Middle East today, 
hopes for peace are still held hostage to a regional 
order characterized by the rivalries of postcolonial 
States, as opposed to postmodern ones. As long as 
regional politics remains the monopoly of these 
states, whose behaviors are defined by the “other- 
ness” of their neighbors, contentious rivalries will 
remain the modus operandi of the Middle East, to 
the detriment of everyone. | a 
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olitical Islam has been: part of the modern 


pia: East landscape for several decades, 


but until recently the United States has rare- ' 


ly perceived a need to engage it. After the attacks 
against New York and Washington on September 
11, 2001, the administration of George W. Bush 
painted political Islam in the Middle East, as in 
the rest of the Muslim world, with the broad brush 
of terrorism. The administration saw no meaning- 
ful differences between the minority of Islamic 
activists who support violence and terrorism and 
the majority of activists who reject the radical 
message of Osama bin.Laden and his Al Qaeda 
organization. EC 

Partly as a result, Muslims worldwide perceived 
Bush's global war on terror-as a war on Islam, 
which they rejected outright. Middle East Islamic 
activists in particular viewed the invasions of Iraq 
and Afghanistan, along with Washington's con- 
tinuing strong support for Israel, as amounting 
to an Ámerican attack on Muslim lands. Islamic 
activists and mainstream Islamic political parties 
and movements identified, as other examples 
of Washington's anti-Islamic posture, the tacit 
US support for Israel's Lebanon war in 2006 and 
Gaza war in 2008-9, the abuses of prisoners at 
Guantánamo Bay and Abu Ghraib, and the deten- 
tion of thousands of Muslims in Iraq, Afghanistan, 
and elsewhere. 

Islamic activists also viewed the cozy relation- 
ship between the United States and Arab authori- 
tarian regimes, as well as Washington's refusal to 
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accept Hamass electoral victory in Gaza in 2006, 
as indications of America's lack of commitment 
to democracy and human rights, and'its lack of 
interest in reaching out to civil society institutions 
in the region. . l | 

Middle Eastern regimes, for their part, were 
suspicious of the Bush administration's call for 
democracy. Elites in the region—both Islamic and 
secular—viewed as hypocritical the contradiction 


. between Washington's rhetoric of democracy and 
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its continued coddling of dictatorial regimes. The 
United States was seen as uninterested in engaging 
Arab civil society to promote civil rights, politi- 
cal reform, and democratization. According to 
opinion polls, Arab publics perceived the United 
States from 2003 to 2008 as advocating regime 
change in any country whose policies contradict- 
ed American interests in the region.: Washington's 
bellicose rhetoric against Iran and Syria follow- 
ing the fall of Saddam Hussein's regime in 2005, 
and its undermining of the freely elected Hamas 
government in the Palestinians Gaza territory, 
were cited as reasons for low favorability ratings 
accorded the United States and Bush's policies in 
the region. 

Some academics, think tanks, and intelligence 
analysts in recent years have urged US policy 
makers to engage credible civil society institu- 
tions in the Middle East—despite the objections 
of entrenched authoritarian regimes—in order to 
encourage political and educational reforms in 
these societies and spur governments to open up 
public space for mainstream groups to participate 
in the political process. They have pointed out 
that regimes’ repressive measures to curtail civil 
rights and freedoms of speech, assembly, and 
political organization have created, in many coun- 
tries, a political landscape featuring just two par- 
adigms—the authoritarian paradigm imposed by 


the regimes, and a radical paradigm promulgated 
by Al.Qaeda, bin Laden, and his SEP. Ayman 
al-Zawahiri. 

Consequently, these experts fave argued that, 
in order to achieve the strategic objective of politi- 
cal reform and democratization in the region, 
it is imperative for the United States to engage 
mainstream Islamic political parties that are com- 
mitted to gradual change through the ballot box. 
Examples of such parties and movements include 
the Muslim Brotherhood in Egypt, the Islamic 
Action Front in Jordan, the Islamic Constitutional 
Movement in Kuwait, Al Wifaq in Bahrain, Hamas 
in Palestine, Hezbollah in Lebanon, and the 
Justice and Development Party-in Morocco. 

In opposition to this idea, other analysts have 
contended that engaging Islamic groups would 
undercut the stability of pro-US authoritarian 
regimes and would embolden Islamic movements 
to contest—and win—elections, thereby paving the 
way for potentially anti-American Islamic regimes 
to emerge. Furthermore, 
Islamic regimes might 
impose Islamic law (sharia), 
which would restrict civil 
rights and personal freedoms 
and undermine the ability of 
liberal, secular organizations 
to participate in the political 
process. According to this 
argument, the “resistance” 
(muqawama) ideology of some of the Islamic par- 
ties would determine their behavior in govern- 
ment, thereby exacerbating conflicts and inviting 
more tension between regimes and societies. 

The key belief underpinning opposition to 
engagement is that the United States should aban- 
don the strategic policy goal of promoting democ- 
racy and continue to manage its bilateral relations 
with friendly Middle Eastern regimes based on the 
dictates of America’s traditional -national interests 
in the region—economic, political, and strate- 
gic. But in fact,. political and social realities on 
the ground raise serious doubts about the valid- 
ity of this view. And, fortunately for US-Muslim 
relations in the Middle East and elsewhere, the 
Barack Obama administration has adopted a more 
nuanced, sensible, and pragmatic approach. 


OBAMA EXTENDS A HAND 

President Obama's post-inauguration state- 
ments on political Islam, along with two major 
speeches—in April 2009 in Ankara, and in June in 





The radical paradigm promulgated 
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Cairo—have resonated well in the Muslim world. 
The speeches reflected a willingness to move 
beyond the confrontational policy of.the previous 
administration and toward a new era of “smart 
diplomacy.” The bounce from Obama’s concilia- 
tory rhetoric among Arabs and Muslims will be 
long-lasting if it is followed by significant policy 
shifts—on human rights, political reform, democ- 
racy, war crimes, the closing of the Guantánamo 
prison—and by renewed efforts at the highest 
level to resolve the Israeli-Palestinian conflict. 
The administration's recent direct contacts with 
Iranian officials—despite Tehran's heavy-handed 
silencing of dissent. over the June presidential 
election—again signals Obama's commitment to 
engaging the Muslim: world and moving from 
confrontation to diplomacy. Efforts to decouple 
elements of the Afghan Taliban (many of whom 
are just fighting the presence of foreign. troops in 
their country) from the more globally dangerous 
Al Qaeda and the Pakistani Taliban are another 
affirmation by the Obama 
administration that it seeks 
simultaneously to fight ter- 
rorism and extend a peaceful 
hand to the wider Muslim 


about 
Afghanistan is that the fire- 
fight is becoming much 
bloodier and the Taliban are 
emboldened. Still, Obama’s historic Cairo speech, 
in which he detailed a vision of future relations 
with the Muslim world, helped put to rest the per- 
ception among many Muslims that the war on ter- 
ror is a war on Islam. Also, in addressing “Muslim 
communities," not Muslim regimes, the president 
in Cairo seemed to signal that engagement will be 
broad-based, will not be funneled only through 
regimes, and will focus on economic and educa- 
tional opportunities that will help improve quality 
of life in these societies and provide youth with 
more hope for the future. 

Obama's approach to engaging the Muslim world 
seems to reflect several core themes. First, America 
is not at war with Islam. Second, all religions share 
certain "noble" ideas, including justice, toler- 
ance, fairness, and a desire to make choices freely. 
Likewise, people worldwide aspire for dignity, 
respect, equality, economic opportunity, progress, 
and security. Third, people in different societies, 
regardless of race, religion, and color, should be 
able to select their governments freely, and these 
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governments should be transparent, accountable, 
just, and committed to the rule of law. 

Fourth, the United States is committed to 
engaging Muslim communities to help foster a tol- 
erant and creative vision of Islam—but Muslims 
themselves, not Ámerica, must drive the debate. 
Fifth, the United States is committed to work- 
ing with Muslim communities to settle regional 
conflicts on the basis of justice, fairness, and 
equity. And in the pursuit of these objectives, 
Washington will partner with American Muslims, 
who can act as a bridge between the United States 
and the Muslim world.  . : 

John Brennan, the assistant to the president for 
homeland security and counterterrorism, in an 
August 6, 2009, speech at the Center for Strategic 
and International Studies in Washington, elabo- 
rated further on the administrations approach. 
Brennan emphasized two points from the Cairo 
speech. One is that America’s values and its com- 
mitment to justice, respect, fairness, and peace are 
the most effective weapons 
in its arsenal to fight the 
forces of radicalism and 
terrorism. The other is © 
that bringing hope, edu- 
cational promise, and eco- 
nomic opportunity to the 
youth in Muslim societ- 
ies offers the best defense 





Policy makers have tended to bestow 
the “moderate” moniker on pro- 
Western governments while grouping 
Islamic activists generically 
into the “radical” category. 


cal parties and civil society religious groups. Key 
administration officials apparently believe that 
engaging these communities will help empower 
them to effect political reform from within. 

And with good reason. An examination of the 
recent legislative record of mainstream Islamic 
groups, their support within their own communi- 
ties, and their opposition to the rising neo-Salati 
extremist trend, clearly shows that engaging these 
groups—sensibly, pragmatically, and openly— 
would make strategic sense for the West. It would 
also improve America’s standing among Muslims 
worldwide, and help foster an atmosphere of 
mutual trust and respect between the United 
States and the Muslim world. 


ENGAGING ARGUMENTS 


Several trends in political Islam support the 
argument for a robust engagement policy. First, the 
Islamization of Middle East politics has changed 
qualitatively and quantitatively since 9/11, as we 
have seen growing demands 
for economic, educational, 
political, and social jus- 
tice in Muslim societies. 
Numerous Islamic politi- 
cal parties and move- 
ments have become more 
engaged in the political 
process through elections. 





against the false promises 
and death and destruction promoted by Al Qaeda 
and its affiliates. 

An engagement strategy can succeed in the 
long term only if it is accompanied by tangible 
policies that would reflect a change of direction in 
America’s posture toward the Arab Muslim world. 
Examples of such policies include withdrawal 
from Iraq, ending the war in Afghanistan, and a 
serious push to halt expansion of Israeli settle- 
ments in the West Bank and to resolve the Israeli- 
Palestinian conflict. One Muslim interlocutor in 
the region once told me, “You.can’t sell hot air— 
engagement without substance will not succeed." 

It is equally critical, however, that engagement 
include a concerted effort to communicate with 
Muslim society and civil society organizations by 
promoting economic, educational, and womens 
rights initiatives—and: by dealing directly with 
Islamic political groups. In this respect, the Obama 
administration continues to engage regimes bilat- 
erally in the service of national interests, but it is 
also exploring avenues to engage Islamic politi- 


Meanwhile, authoritar- 
ian regimes have used the specter of terrorism 
to thwart efforts to democratize and to still all 
demands for political reform, regardless of wheth- 
er these demands are voiced by secular opposition 
groups or by Islamic parties. 

Second, religious-nationalist ideology is driving 
Islamic politics at the state level in most Muslim 
states, but particularly in the greater Middle East. 
In fact, religion has become an ideological force 
motivating action by, and defining the interests 
of, both states and non-state actors. Because of 
regime corruption and repression—along with 
the bankruptcy and marginalization of traditional 
secular elites, largely due to their association with 
regimes—Islamic political parties have gained 
legitimacy as agents of reform and as advocates of 
transparent, accountable government and of the 
rule of law. 

Third, the relationship between religion and 
politics is changing, largely because of demo- 
graphic and economic stresses, globalization, the 
communications revolution, entrenched authori- 
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tarianism in many Muslim countries, a weak iden- 
tification with the state, and the general failure 
of secular nationalist ideologies. Religions and 
religious affiliation have become drivers of the 
political process across the globe—from Russia to 
India, from Ankara to Kuala Lumpur. 

Fourth, because of regimes’ diminishing legiti- 
macy and the weakening of public identification 
with the state, Islam has become an identity 
anchor for millions of Muslims. Religious pro- 
grams broadcast on global satellite television 
networks are able to carry the "sacred word" 


from Mecca and other centers of Islam to the : 


remotest villages in West Africa, Central Asia, the 
Indus Valley, and western China—and of course 
throughout the Middle East. 

Fifth, Islamic political activism in the Middle 
East, as in the rest of the Muslim world, has 
become more diverse and complex. Such diversi- 
ty—cultural, economic, historical, political, reli- 
gious, and demographic—dictates that, before 
Washington engages these groups, US policy mak- 
ers must understand the varied historical narra- 
tives to which different Islamic groups cling, the 
reasons why entrenched authoritarian regimes 
oppose political participation by Islamic activists, 
the indigenous and country-specific agendas of 
Islamic groups, and their legislative behavior in 
national assemblies. 


AN ENERGIZED DEBATE 

Sixth, political ideology has become embedded 
in an energized debate among Muslim activists 
on Islamic blogs and in the media, both print 
and electronic. The debate has focused on at least 
three themes. One is the future vision of Islam 
that Muslims should: pursue, and whether such 
a vision should be limited to the moral dictates 
of the faith or should expand to the political and 
social realms. Another topic is whether Islamic 
political parties should continue to participate in 
the political process through elections even under 
regimes that actively undermine the democratic 
process, or whether they should instead reject 
politics and return to their core mission of pros- 
elytization (da’wa). Still another issue is whether 
Islamic political parties, which have traditionally 
been committed to the implementation of sharia, 
can equally maintain a long-term commitment 
to democracy and pluralism as these terms are 
understood in the West. 

Seventh, Middle Eastern Islamic political par- 
ties remain territorially focused and committed to 


indigenous agendas. They do not share the global 
jihadist ideology of Al Qaeda and its affiliates. 
The strategic goal of these parties’ struggles and 
activism is to liberate their territories from occu- 
pation and safeguard the political, economic, and 
security status of their people. In fact, Al Qaeda’s 
second-in-command, Zawahiri, in 2006 severely 
criticized Islamic political parties in the region— 
including the Egyptian Muslim Brotherhood, the 
Palestinian Hamas, and the Moroccan Justice and 
Development Party—for participating in national 
elections. The parties in turn openly and force- 


. fully rejected Al Qaedas criticism. 


Eighth, Islamic parties’ disagreements with the 
United States and other Western powers in recent 
years have been driven by specific policies, not by 
disputes over governance issues. Public opinion 
polls—administered by organizations including 
Pew, Gallup, the BBC, and Zogby—have clearly 
shown that majorities of Muslims, including in 
the Middle East, endorse fair and free elections, 
transparent and accountable government, a free 
press, an independent judiciary, and the rule of 
law. Their disagreements: with the United States, 
according to these polls, have been driven by spe- 
cific policies, such as the Iraq War and US support 
for Israeli actions, which they consider aggressive, 
a threat to world peace, and anti-Islamic. 

Ninth, mainstream Islamic political parties 
have fought the rise of the new Salafi ideol- 
ogy because of its conservative, intolerant, and 
exclusivist bent. The Salafi ideology, which in 
some cases has been supported by regimes as 
an antidote to mainstream Islamic activism, is 
grounded in a narrow reading of religious texts. 
It preaches an extremist version of Wahhabi 
Islam (which insists,on a return to an original, 
purer. form of the faith). It calls for the estab- 
lishment of a strict version of Islamic law that 
imposes a rigid moral code on society, separates 
the sexes, and restricts women’s participation in 
education, culture, and business. 

A bloody conflict in August 2009 between 
Hamas and the Salafi Jund Ansar Allah group in 
Gaza, which featured an attack on a mosque in 
Rafah and the killing of the Salafi leader Shaykh 
Abu Mousa, illustrates the threat that mainstream 
Islamic parties across the Middle East are fac- 
ing from the Salafi trend. Engaging mainstream 
Islamic political parties could help empower them 
to fight the Salafi movement in Middle Eastern 
societies, including Palestine, Egypt, Lebanon, 
Yemen, Morocco, Sudan, and Kuwait. 


ISLAM AND POTHOLES 

Debate about Islamic political parties’ partici- 
pation in politics has focused on the question of 
whether their commitment to the electoral pro- 
cess is a tactical maneuver to get them into power, 
or whether they have made a strategic decision to 
pursue gradual political change through politics. 
One could ask: If these parties have espoused sha- 
ria as the basis for their existence, how strong or 
sustainable can their commitment to democracy 
and pluralism be? In fact, interviews with many 
Muslim activists over the years, and an examina- 
tion of the electoral campaign platforms and leg- 
islative agendas of some Islamic political parties, 
reveal that their commitment to nationalist causes 
or social justice often supersedes their commit- 
ment to Islamic law. 

Islamic parties in general have undergone a 
transformation in their religious ideology. They 
have moved away from their original *charters"— 
which usually espouse a strong.commitment to 
sharia—and now focus instead on social, econom- 
ic, and political practices. 
Once in a legislature, they 
have worked with other 
political parties to pass leg- 
islation dealing with roads, : 
public utilities, and other 
bread-and-butter issues. 

Hamas's charter, for 
example, which was written in the 1980s before 
the groups leaders even decided to form a politi- 
cal party embodied the movements religious 
commitment, its vision of Palestinian society and 
territory, and its opposition to participating in the 
political process. Although Lebanon’s Hezbollah 
was launched with significant Iranian support, it 
has built an impressive political constituency in a 
community marked by impoverishment, depriva- 
tion, and dispossession. 

A review of the political programs of Hans 
and Hezbollah, two of the Middle Easts most 
active political parties, shows that, although both 
parties initially scorned electoral politics, they 
subsequently became avid players in the political 
game and participated successfully in national 
elections. Hamas won Legislative Council elec- 
tions in 2006, and Hezbollah has successfully 
competed in Lebanese parliamentary elections 
since 1992, including the spring 2009 elections. 

The national political programs of Hamas 
and Hezbollah share two characteristics: a deep 
commitment to, social justice and community 





Engaging these groups—sensibly, 
pragmatically, and openly—would 
make strategic sense for the West. 
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development; and the embodiment of “resis- 
tance.” The religious identity that each espouses 
is wedded to conceptions of resistance through 
community service and armed opposition to 
occupation. While they strongly draw on their 
Sunni (Hamas) and Shiite (Hezbollah) religious 
cultural heritages, neither group has made the 
imposition of sharia or the creation of an Islamic 
state its dominant objective. Hamas has not 
advocated reestablishment of the “caliphate.” 
While Hezbollah officially advocates the Vilayet-e 
Faqih, or rule of Islamic judges, for many years it 
has accepted that the creation of such a system 
in religiously mixed Lebanon is infeasible and 
very unlikely. 

Hezbollah and Hamas have been able to m 
down Israeli military assaults—a feat that con- 
ventional Arab armies have failed to accomplish 
since tbe creation of the state of Israel. As a 
result, both groups at times bave enjoyed wide- 
spread popularity in the Arab world, even in 
more secular segments of society. According to 
public opinion polls, Hamas 
and Hezbollah symbolize 
for many Arabs a success- 
ful Islamic engagement. in 
politics, a strong commit- 
ment to social justice, and 
a rejection of corruption 
and authoritarianism. Not 
euni Arab regimes, including the corrup- 
tion-ridden Palestinian Authority in Ramallah 
under Mahmoud Abbas, have become wary of 
the success of Hamas and Hezbollah and have 
often opposed their rise, influence, and activi- 
ties, and even turned a blind eye to Israel's recent 
military attempts to defeat them. 

Thus Islamic parties—even beyond Hamas and 
Hezbollah—have over time changed their politi- 
cal ideologies and tempered their commitment to 
sharia in the face of the practical demands of elec- 
toral and legislative politics. In the early 1990s, 
some of these parties refused to participate in 
the electoral process because of the “un-Islamic” 
behavior of regimes; by the late 1990s, most had 
decided to take part in national elections and play 
the game of politics regardless of the nature of the 
government. 

While Islamic parties still evince a commitment 
to Islamic law, sharia is so diverse and multifaceted 
that dedication to it need not imply a conservative 
Wahhabi-like or retrograde Taliban-like agenda. 
Political pragmatism, rather than purist religious 
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ideology, has become the guiding principle of the 
Islamization of politics in Muslim-majority coun- 
tries, including in the Middle East. 


THE RADICAL ELEMENT 

Terrorists both in the Middle East and glob- 
ally generally follow the radical paradigm of bin 
Laden and Al Qaeda, which claims that Islam— 
faith and territory—is under attack and that the 
“enemy” consists of the Christian Crusaders 
headed by the United States, the Zionists rep- 
resented by Israel, and pro-Western Arab and 
Muslim regimes. Bin Laden further maintains 
that in the face of this attack, jihad by whatever 
means is a duty for all Muslims, and that the kill- 
ing. of innocent civilians and the use of weapons 
of mass destruction are justified. 

Providing a religious justification for terrorism 
has been an effective recruiting strategy, especially 
among alienated youth with limited education 
and poor economic prospects. In justifying ter- 
rorism, bin Laden has presented violent jihad as a 
struggle between good and evil. The struggle, he 
argues, will continue until the “final days.” 

On this last point there is a disagreement 
between Al Qaeda, as an advocate of global jihad, 
and country-specific Islamist organizations such 
as Hamas and Hezbollah, which aspire to achieve 
territorial autonomy or independence. These par- 
ties do not share Al Qaeda’s millenarian ideology 
and focus instead on their own objectives. 

Although in the past decade the vast majority of 
Muslims worldwide has not renounced terrorism 
forcefully and openly, more and more Muslims in 
the last three years have been speaking out against 
terrorism and the wanton killing of innocent civil- 
ians. Moderate Muslim thinkers have argued that 
relations between Muslims and non-Muslims need 
not be full of conflict, as bin Laden has postulated. 
They also suggest that the Koran, revealed to the 
prophet Muhammad in seventh-century Arabia, 
must be transformed to fit Muslim life in a twenty- 
first-century globalized world. 

Muslim thinkers in both Western and Muslim 
countries have argued that certain aspects of 
Western political culture, including parliamentary 
democracy, political and social pluralism, women's 
rights, civil society, and human rights, are com- 
patible with Islamic scripture and traditions. As 
noted, according to many public opinion polls, 
most Muslims believe in these values. Mainstream 
Islamic political parties in the Middle East also 
endorse this view of democracy. 


Thus, the radical paradigm promulgated by Al 


Qaeda appears to be on the wane today precisely 


because of its opposition to the ideas of tolerance, 
inclusion, and political participation that the 
mainstream Islamic parties are promoting. More 
and more Muslims are denouncing the killing of 
innocent civilians—Muslim and non-Muslim— 
and are beginning to question openly and publicly 
the logic of violence. More and more Islamic activ- 
ists are choosing local and national causes over 
global jihad. And despite Al Qaeda’s strong and 
persistent opposition to “man-made” democracy 
and elections, more and more Islamic political 
parties are participating in national elections and 
in the mundane activities of electoral politics and 
pragmatic governance. It is no coincidence that 
the radical political paradigm is declining at a time 
when Islamic parties have increasingly entered the 
political fray. 


A FRAUGHT TASK 

Regardless of Al Qaedas fortunes, religious 
extremism and political radicalism will persist in 
the Middle East for years to come. This is the case 
because of factors having little or nothing to do 
with Islamic ideology—factors such as entrenched 
authoritarianism, weak state legitimacy, continu- 
ing disregard for civil and human rights, the rise 
of non-state actors and sub-state loyalties,. sys- 
temic state corruption, economic stagnation, and 
the failure so far to find a solution to the Israeli- 
Palestinian conflict. 

Several Arab regimes have used the fight 
against terrorism as an excuse to deny their 
peoples the right to participate in ‘the political 
process freely, openly, and without harassment. 
Yet the record of Islamic political parties’ partici- 
pation in electoral politics, over several national 
elections, does not support the regimes’ argu- 
ment that such participation destabilizes society 
or undermines national security. 

Indeed, it may be time for senior policy mak- 
ers in Western countries to revisit their use of the 
term “moderate” when dealing with the Middle 
East. Policy makers have tended to bestow the 
“moderate” moniker on pro-Western govern- 
ments despite their autocratic nature, while 
grouping Islamic activists generically into the 
“radical” category. But equating authoritarian 
regimes with “moderation” has resulted in a 
perception of hypocrisy and has helped drive 
the very radicalization that the West has sought 
to counter. Meanwhile, the effort to counter 


radicalization, when paired with a refusal to deal 
with Islamic groups, has yielded poor results. 
It might be more prudent, as well as honest, to 
describe such regimes as “friendly” or “pro-US” 
rather than “moderate.” 

Reaching out to the vast majority of Muslims 
will require a long-term commitment in time, 
resources, and personnel. It will require a thorough 
knowledge of the cultures involved, sophisticated 
influence operations, strategically developed pub- 
lic diplomacy campaigns, a coherent and carefully 
crafted message, and utilization of credible indig- 
enous Muslim voices. 

Engaging Islamic political parties is likewise a 
process fraught with challenges, especially since 
most “friendly” regimes in the. Middle East are 
opposed to such engagement. Some Islamic par- 
ties will pose particularly thorny dilemmas for the 
United States: Hamas and Hezbollah, for example, 
are considered terrorist organizations under US 
law. Some Iraqi Islamic parties are closely aligned 
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with Iran. And a few Shiite movements in Iraq and 
Bahrain advocate sectarian autonomy. 

As the Obama administration proceeds with 
implementing principles that the president enun- 
ciated in his Cairo speech, policy makers will have 
to find ways to convince regimes that engaging 
civil society institutions and non-state actors in 
their societies will not necessarily undermine 
those regimes. Policy makers must continually 
point out that, if the people in a particular country 
have the right to choose their government freely, 
they will be more invested in social peace and 
political stability, which in the long run will mini- 
mize tensions between state and society. 

This amounts to a daunting task, to be sure. 
But in the final analysis, engagement with Muslim 
societies. must include the Islamic parties and 
movements in those societies. To believe other- 
wise is damaging both to regional stability and to 
America’s strategic interests and standing: in the 
Muslim world. i E 
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Fixing the Mideast's Economies 


HOSSEIN ASKARI - 


he literature on economic development is 

long and rich, but until the late 1970s no 

‘one challenged the standard: conception 

of development, a model focused on raising per 

capita incomes and the simple transformation of 

. economies from ‘an agrar- 

vian to an industrial base: 

^In recent decades, inspired 

by the pioneering work of 

Mahbub ul Haq and Amartya 

Sen, economists increasingly have argued that 
development involves much more. 

Education, health care, equitable income dis- 
tribution, environmental quality, freedom—all 
of these elements of human development have 
come to be seen as integral components of the 
economic development process. And all of these 
aspects of development i in turn depend on effec- 
tive institutions. 

The Middle East, unfortunately, broadly lacks 
an adequate institutional infrastructure. A cur- 
sory glance across the region confirms this. 
Corrupt families and governments rule with little 
or no legitimacy. Rulers—preferring to maintain 
personal control of economic opportunities— 
eschew effective institutions that would promote 
the rule of law, produce a more stable social 
order, and lower transaction costs. As a result, 
the Middle Fast suffers from as much corrup- 
tion, and the economic and financial uncertainty 
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that goes with it, as any region in the world. 


Widespread underdevelopment is the continuing 

consequence. | 
This is not to say that the region is economi- 

cally monolithic. Contrary to many peoples 
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belief, the countries of the Middle East are not 
homogeneous—the region may be the most 
diverse in the world. Small nations with small 
popülations, such as Qatar and the United Arab 
Emirates (UAE), sit side by side with countries 
such as Egypt and Iran, whose populations rank 
among the 20 largest in the world. Some nations, 
like Kuwait, Qatar, and the UAE, are richer than 
any country in the West, áccording to standard 
measures of prosperity while Egyptians and 
Syrians earn annual per capita incomes of less 
than $2,000. (In the case of Yemenis, the figure 
is less than $1,000.) Yet we tend to look at these 
nations as a group, as if their mere location 
afforded them a large measuré of sameness. 

The factor that unites a number of these coun- 
tries is their large deposits of oil and natural 
gas. But paradoxically—at least in terms of per 
capita endowment—this is also the factor that 
most divides them. That is, some Middle Eastern 
countries are very rich in oil and gas and others 
are poor in energy resources. Other factors that 
unite them, of course, are a common religion 
and, with the exception of Iran, a common Arab 
heritage. But here again, it should be recalled that 
a common religion has not precluded horrific dis- 
crimination along the Sunni-Shiite divide, nor has 
Arabism prevented violent conflicts. 


DISMAL PERFORMANCE 


AN 


Over the 30 years between 1975 and 2005, per 
capita real growth was anemic in Middle Eastern 
and North African economies. This was because 
economic output grew modestly while population 
grew rapidly. For the non-oil-exporting countries 
of the region, the growth trend was positive, but 
it was lower than for many other country groups 
outside the region. And in the oil-exporting coun- 
tries, growth rates were slightly negative, which 
pulled down overall growth for the region. 


. It is striking that performance. in per capita 
GDP for the oil exporters ofthe region, despite 
their vast petroleum revenues, was comparable to 
that in sub-Saharan Africa. The Middle East’s-poor 
performance over the 30-year period. becomes 
even more apparent when it is compared with the 
consistently high growth in East Asia. : 

And during this time, the Middle East largely 
missed the opportunity to be further integrated 
into the global economy, insofar as it failed to 
increase its non-oil exports and failed, outside of 
the oil and gas sector, to attract significant foreign 
direct investment (FDI)—a gauge of overall: eco- 
nomic vitality. 2 2 

To be sure, the alobal economic crisis that 
began in 2007 has not had as significant an 
impact in the Middle East as in most other areas 
of the world. For major oil'exporters, the key to 
short-term prosperity is the price of oil, and the 
years before the crisis saw high petroleum: prices. 
The United States adopted a highly expansionary 
monetary policy beginning.in 2001. This. fueled 
economic growth in: the 
United States, providing 
a positive growth impe- | 
tus for the rest of the ` 
world and contributing 
to increased demand for: 
oil. Oil prices rose from 
$24 per barrel in 2001 to 
$64. in-2006 and $72 in 2007. The peak, in July 
2008, was $147. 

So, while the financial crisis fus been detrimen- 
tal to global economic performance, the buildup 
that led to it increased oil prices, which still have 
not retreated to 2001 levels. (In^ August 2009; oil 
was going for about $70.'a barrel?) As a result, 
oil-exporting nations in the region. have been 
somewhat cushioned from the crisis; so too have 
non-oil exporters, because of the capital; aid, and 
remittances that flow from oil exporters to non- 
oil exporters. Moreover, Middle Eastern financial 
institutions, limited by Islamic law in their dealings 
with. interest-bearing instruments, did not have a 
significant exposure to the West's toxic assets. 

None of this changes the fact that the region's 
economic performance, including that ‘of the oil 
exporters, has been dismal over .the past several 
decades. And its human development progress; 
as.calculated: by the United Nations Development 
Program, has not been much better. : 

Social indicators have generally improved for 
average people in the oil-exporting countries. 








The most.important shortcoming from 
_ Which countries in the region continue 
to suffer is a lack of effective.institutions. 


———— 
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These advances have been more significant in the 
nations—Kuwait, the UAE, and Qatar—that are 
less populated and richer in oil and natural gas, 
because they can finance human development 
expenditures from their vast per capita export 
revenues. The more populated oil exporters, Iran 
and Iraq, have registered more or less average 
improvements that have not differed significantly 
from the human development performance of the 
region’s countries that dom not have big oil and gas 

deposits. | | 
. But income distribution across the region, 
rough hard data are not available, appears to be 
heavily skewed—perhaps more so-than anywhere 
else in the world. Medical care throughout the 
Middle East, though.it has improved over the past 
20 years, needs more attention, especially out- 
side the' major cities. And educational achieve- 
ments are at best mediocre, with the education of 
women in some countries a second-tier priority, 
and the quality and availability of university edu- 
cation severely limited. This is important because 
education is increasingly 
recognized as a criti- 
cal input for economic 
growth and: a major 
‘+ requirement if countries 
are to realize the benefits 

' of globalization. 

As. to freedom and 
political participation, the. region: has shown no 
appreciable progress, and the rights of women and 
minorities are routinely ignored. Family rulers 
and illegitimate governments continue to be the 
order of the day. 


THREE TRIES 

The Middle East’s poor economic performance 
is. manifested ‘in high levels of unemployment, 
especially in the more populous countries. Both 
the oil exporters and the non-oil exporters have 
realized that they need to achieve faster growth if 
they are to avoid levels of joblessness that could 
threaten «the stability of their societies. Three 
examples—Egypt, Saudi Arabia, and Dubai— 
afford a flavor of the region's different ee 
to economic reform. 

Egypt in 1991, as part of an effort to encour- 
age job creation and growth in the private sector, 
adopted a privatization program (though the ini- 
tiative did not actually get under way until 1994). 
In 1994, state enterprises numbered 314. Today, 
the state is still the sole or majority owner of 153 
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of these concerns, and it holds minority stakes 
in others. This amounts to slow progress, so the 
government in 2009 adopted a new approach. 
Instead of selling off businesses to the public, it 
has decided to give the firms to the public for free, 
or for a nominal fee. 

Even so, the mere transfer of. ownership in 
a moribund economy cannot by itself create a 
vibrant private sector. Egypt in general lacks 
effective institutions (especially an adequate 
legal and regulatory framework and an equitable, 
effective tax system). It also needs to achieve 
macroeconomic stability and consistency, and to 
eliminate subsidies. | 

Saudi Arabia in 2000 formed the Saudi Arabia 
General Investment Authority to help attract 
foreign investors. Later it adopted a so-called 
“10x10” initiative, which was intended to help 
the country join the world’s top 10 invest- 
ment destinations by 2010. In pursuit of these 
objectives, the government created a National 
Competitiveness Center. 

The Saudis have also 
undertaken a number of 
megaprojects, such as devel- 
oping “cities of the future” 
designed to offer investors 
a business-friendly environ- 
ment. These cities are to fea- 
ture a globally competitive 
regulatory framework and incentives for creating 
public-private ventures. The governments invest- 
ment authority projects that six such cities will 
by 2020 add around $150 billion to the country’s 
GDP and generate more than 1.3 million jobs. The 
goal, in addition to creating jobs, is to promote 
balanced growth and development and diversify 
away from oil. 

Some early successes have been registered. In 
the World Bank’s ranking of the easiest places to 
do business, Saudi Arabia rose from 67" in 2000 
to 16" in 2008. The flow of FDI into Saudi Arabia 
has increased significantly, with the country now 
ranking 20" in the world and 1* in the Middle 
East. While this progress is commendable, sus- 
taining such gains will depend on the institu- 
tional scaffolding that Saudi Arabia adopts, and 
on its progress with regard to issues such as 
the rule of law, economic justice, and the open 
political participation of all citizens, including 
women. | | 

Dubai, with its very limited oil reserves, has 
used its strategic location to become a finan- 





Policy in the region always seems 
to favor the quick fix over 
long-term reform. 





cial, business, and tourist hub for the Persian 
Gulf, and indeed for the Middle East. With its 
business-friendly environment, relatively relaxed 
social code, and proximity to economically sanc- 
tioned Iran and socially restricted Saudi Arabia, 
Dubai has become the preferred location for 
financial firms looking to establish a regional 
beachhead and for Middle Easterners who want 
a second home. 

For a time during the past decade, Dubai's 
real estate sector boomed amid cheap credit and 
speculation, but the global financial crisis has 
hit the country, partly because of its exposure to 
international business, harder than any other state 
in the region. The government has had to ask Abu 
Dhabi, the leading member of the UAE, for a bail- 
out to help it weather the storm. Dubai's future, it 
seems, will depend both on events in Iran (Dubai's 
trade with Iran, for instance, would decline if 
sanctions against the regime in Tehran were lifted) 
and on the prosperity of Dubai's neighbors—pros- 
perity that still depends on oil prices. | 

As these examples help to 
demonstrate, policy in the 
region always seems to favor 
the quick fix over long-term 
reform. Quick fixes afford 
support to regimes and 
deflect: failures. In the face 
of massive joblessness, for 
instance, governments increase subsidies. This 
approach accords with the region's political struc- 
ture, but it carries disastrous long-term economic 
consequences. | 


THE INSTITUTIONAL DEFICIT 

The reasons that Middle Eastern countries 
have not performed better are many—but they 
are little different, except in the case of the oil 
exporters, from the issues that hold back other 
developing countries around the world. Indeed, 
to embark on a path of sustained growth, near- 
ly every country in the region must embrace 
all-encompassing .reforms that fundamentally 
change the relationship between governments 
and markets. The problem is that reforms such as 
these are initially unpopular, and it is difficult for 
governments that lack legitimacy and a popular 
mandate to enact them. . 

The more populous countries in the region need 
to relax economic controls, reduce the role of gov- 
ernment, and create an environment in which the 
private sector can thrive. This would entail elimi- 


nating (or at least dramatically reducing) explicit 
and implicit subsidies; effectively privatizing state 
enterprises (including, in the case of Iran, com- 
mercial banks and foundations); doing away with 
remaining price and financial controls; creating 
an elfective, equitable tax system; reducing tariff 
and nontariff barriers to trade in order to promote 
domestic competition; and liberalizing labor laws 
and markets. 

It would also entail improving education poli- 
cies to promote quality education and the develop- 
ment of technical and managerial skills; carrying 
out a real crackdown on corruption; developing a 
more favorable attitude toward FDI (which would 
include providing more persona! freedoms to for- 
eigners, as well as to citizens); and above all com- 
mitting totally to upholding the rule of law and 
developing the institutional infrastructure that 
supports it. Small, rich, oil-exporting countries, 
on the other hand, need to focus on managing 
their wealth better and more equitably. 

As noted above, the most important shortcom- 
ing from which countries in the region have suf- 
fered, and continue tó suffer, is a lack of adequate 
and effective institutions. The term “institutions” 
essentially refers to formal and informal rules and 
their enforcement characteristics. With effective 
institutions, uncertainties and ambiguities, which 
are natural elements of human interaction, are 
reduced; thus interactions become more predict- 
able. Indeed, it is the ability of rules to reduce 
ambiguity concerning the behavior of others that 
allows: coordination in interaction and the emer- 
gence of collective action. 

More specifically, societies’ institutional struc- 
tures are composed of constitutions, laws, and 
rules (which govern the society as well as its gov- 
ernment, finances, economy, and politics); writ- 
ten rules, codes, and agreements (which govern 
contractual relations and exchange and trade rela- 
tionships); and commonly shared beliefs, social 
norms, and codes governing human behavior. 

The degree to which members of a society 
comply with rules, social norms, and enforce- 
ment characteristics depends to a large extent on 
their clarity. The higher the degree of compliance, 
the more stable the social order and the lower 
the transaction costs in the society. For example, 
social norms that prescribe trust, trustworthiness, 
and cooperation—because they induce people to 
do things they would not do without these rele- 
vant norms—have a significant impact on encour- 
aging collective action and coordination. 
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. Economists are coming around to the view that 
poor economic performance is due in significant 
measure to a country’s institutional structure. 
However, these structures reflect belief systems 
that are difficult to change—either because chang- 
es that might improve economic performance run 
counter to the belief system itself, or because such 
changes pose a threat to existing political or busi- 
ness elites. 

Also; while fcrmal tules can be changed by fiat, 
social norms may be less flexible. The enforcement 
characteristics associated with social norms often 
respond slowly to attempts at change. A major 
conclusion of economic research has been that, 
without an adequate institutional structure, poli- 
cies meant to improve economic performance— 
such as creating an incentive structure for the 
private sector—do not lead to rapid, sustainable 
economic growth. 

We must also note that the region has borne a 
massive burden because of wars and instability. 
The Iran-Iraq War, the two Gulf wars, the civil war 
in Lebanon, and the continuing Palestinian-Israeli 
conflict have exacted a heavy price. By some esti- 
mates the two Gulf wars cost Iraq all it had earned 
in oil revenues during its entire existence. Without 
peace and stability in the Middle East, there can be 
no sustained economic growth, development, and 
prosperity. But without economic prosperity, there 
can be no ee 


THE OIL BURDEN 


A country sitting on an ocean of oil has advan- 
tages and disadvantages. The advantages, for poor 
countries, are obvious. Poor countries, given 
their low levels of income; find it difficult to save 
enough to make initial capital investments that 
could lead to greater prosperity. Foreign aid is 
often too meager for these countries to make such 
investments, or it is in some way onerous. Wealth 
gained from exportable oil and gas, however, can 
pay for a country’s start-up investments, if it is 
productively used. Unfortunately, history clearly 
shows that Middle Eastern oil revenues have not 
been used productively. 

This does not explain why exploiting oil 
should actually create new problems. But indeed 
it can. Three important factors explain why, in 
the Middle East, it has. First, the interference of 
foreign powers—or imperialism—is imprinted on 
the history of the region. It has been the norm for 
outside powers to support malleable rulers and 
to overthrow “unfriendly” governments. Outside 


414 © CURRENT HISTORY * December 2009 


interference has contributed to the poor gover- 
nance that creates problems from oil wealth. 

The second factor, corruption, follows directly 
from the first. Corruption is closely tied to 
natural resource wealth, since activities related 
to its exploitation are rent-seeking in nature. 
In economics, the term “rent-seeking behavior” 
is applied to instances in which an individual, 
organization, or firm makes money not in a 
transparent way through the market but relies 
on nonmarket, political means to. gain abnormal 
returns. Often such behavior is supported by 
bloated government bureaucracies that institu- 
tionalize systemic corruption and disincentizive 
individual drive and ambition. For major oil- 
exporting countries, :the misallocation of talent 
from productive sectors of the economy to rent- 
seeking activities has had a significant negative 
impact on economic growth. 

The third factor is usually referred to as Dutch 
disease. A country that exports æ scarce natural 
resource for which demand is strong and increas- 
ing is likely to see its curren-. : 
cy appreciate as foreigners 
bid for the resource.. This 
is nice in one sense, since 
imports become cheaper. But 
at the same time the coun- 
trys domestic industries 
become less competitive in Ug 8 
world markets. Thus, producers of mono tradable 
goods, such as manufactured items, have a hard 
time getting established, producing, and growing. 

Is the exploitation of exhaustible natural 
resources like oil necessarily a curse? If one 
looked only at the countries of the Middle East, 
one would be inclined to say yes. But the experi- 
ences of Great Britain and Norway contradict this 
conclusion. Why? The reason seems to be that 
Great Britain and Norway, when they first discov- 
ered and exploited their oil, were already devel- 
oped countries with effective institutions in place. 
In the Middle East, on the other hand, effective 
institutions.did not exist—and now the country’s 
rulers and interest groups find that developing 
such institutions would run counter to their per 
sonal and familial interests. 


REVERSE THE CURSE. Me 

To use oil revenues to finance an opulent life 
for the few is to rob present generations of their 
fair share of income. But to.subsidize consump- 
tion for all in. society is to cheat, future gen- 








The Middle East largely missed the 
opportunity to be further integrated 
into the global economy. 








erations of their. share of the country’s natural 
inheritance. Given this, an appropriate share of 
current revenues should be invested in earning 
assets. These investments would gradually replace 
oil as a country’s source of revenue as the oil ran 
out, became prohibitively expensive to extract, 
or faced increased competition from alternative 
fuels. Thus, future generations would:share in the 
country’s oil inheritance. 

Exhaustible resources are part of a society's 
stock of capital. Their exploitation should not be 
used to finance consumption. Instead, their deple- 
tion should be balanced by amassing commensu- 
rate capital of another form, in order to benefit 
current and future generations; this is known as 
maintaining a constant capital.stock. This must be 
done in such a way that all citizens benefit equally, 
rulers and ruled alike. Just as we must take care 
of air and water resources, both for ourselves and 
for those who follow us, we must take care of our 
exhaustible resources. 

In the Middle Eastern countries most heavily 

. endowed with oil and gas, 
the depletion of ‘resources 
has not been accompanied 
by capital replacement, 
equal treatment of citizens, 
and progress toward: human 

. development. Some coun- 

tries—most notably Kuwait, 
Qatar, and tie DCN MA established significant 
sovereign wealth funds (SWFs),.but the opera- 
tion of these funds is not transparent, nor. is their 
ownership. toon | 

Yet transparent, samana SWFs may pro- 
vide the only vehicle through which resource-rich 
Middle Eastern countries can address resource 
mismanageinent, reduce the. interference of for- 
eign powers, cut corruption, and put themselves 
on a path toward: economic and human devel- 

opment that.is just and sustained. Historically, 
SWFs .have been designed to provide a source 
of income when oil and gas booms taper off. I 
suggest that SWFs should be used as a vehicle to 
manage the depletion of oil reserves in order to 
benefit all generations. E 

How would this translate into nee The best 
way to extend real benefits to all generations of 
citizens, and to steer. a country toward sustained, 
equitable development, is to provide each citizen, 
those alive today and those to come, with a payout 
from a well-managed SWF (with the payouts equal 
in terms of purchasing power). 


This may sound like a. difficult task from a 
technical perspective, but it is not. All oil revenues 
would flow into a national SWF. The real: payout 
could then readily be calculated, and updated to 
reflect. changes in the oil and gas markets and in 
the country’s population. Governments would 
wean themselves from oil revenues over a period 
of, say, 10 years. Thereafter, all state expenditures 
would be financed by taxes. - | 

Such-an approach would bypass governments' 
tendency to spend money wastefully, whether on 
subsidies or on militaries: Individuals would be 
able to spend their money as they wished. This 
would be the most efficient way to transfer the 
benefits of oil to the citizenry. And governments 
would have to become more efficient and account- 
able because, like most countries in the world, 
they would rely on taxes for revenue. 

The delinking of oil revenues: from govern- 
ment budgets would help countries steer clear of 
spending too much on their militaries, which can 
be associated with civil war and conflict. (Conflict 
in.turn leads to yet higher military expenditures, 
capital flight, loss of social capital, slower eco- 
nomic growth, and more poverty and refugeeism, 
all of which amounts to an almost unbreakable 
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vicious circle.) Delinking oil revenues from state 
spending would also reduce corruption and: pro- 
duce more equitable societies. 

Sovereign wealth funds. that. gradually TT all 
oil revenues away from the government should be 
a primary, integral component of any: plan to man- 
age natural resource depletion. The management 
of such funds must be transparent and outside the 
personal control of rulers. Each system must be 
carefully designed to suit the country in which it 
operates, and to provide individuals with appro- 
priate incentives to ensure that they live produc- 
tive lives and contribute to the nation's economic 
and social prosperity. 


TIME RUNNING OUT 


It is not easy to see how Middle Eastern coun- 
tries will move from their current condition—one 
of turmoil, economic and social injustice, dis- 
crimination, high. unémployment, slow develop- 
ment and growth, and interference from foreign 
powers—and toward a rational strategy that is 
socially, politically, and economically inclusive. 

If governments: could. successfully adopt the 
economic reforms outlined here, no easy task, 
they would create a favorable business climate 
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in which investment (financed both domestically 
and from abroad) would increase significantly and 
help create the economic growth that is desper- 
ately needed. This would also encourage Middle 
Easterners living elsewhere—people from Iran, 
Iraq, Egypt, Syria, Lebanon, and Jordan (including 
Jordanians of Palestinian origin)—to return home, 
bringing their much needed skills and capital. 

All of these economies, if they are to reduce 
unemployment over the next five to seven years— 
a period when.the labor force is expected to grow 
rapidly in most of the region’s countries—must 
create rewarding jobs in excess of the number of 
people who will newly enter the labor market. 
Although it must be acknowledged that some 
countries have made progress recently in regard to 
privatization and job creation, these advances will 
not be sustained unless governments adopt bolder 
policies, focusing especially on the establishment 
of efficient institutions, and stick with them. 

If governments in the region, and Western pow- 
ers, hope to see a prosperous, peaceful Middle 
Fast and better relations between the Muslim 
world and the West, time is running out. Oil alone 


cannot solve the region’s deep-rooted economic, 
social, and political problems, though high oil 
prices may provide a short-term boon to major oil 
exporters. Petroleum revenues, which theoreti- 
cally should have supported economic prosperity, 
have in ‘practice fueled regional conflicts, sup- 
ported corruption, created economic ‘injustice, 
and enabled policies detrimental to economic, 
social, and political progress. Islam, which could 
have provided a foundation for economic, social, 
and political modernization, has been hijacked 
and distorted by tyrannical rulers supported by 
accommodating Western powers. 

The only viable solution for the region is to 
use its oil revenues to afford all citizens equal 
benefit and then, as if oil did not exist, adopt 
fundamental policies of reform. Meanwhile, if 
the world does not come to terms with the global. 
importance of Middle Eastern peace and pros- 
perity, the global economy will suffer because 
increased energy supplies will not be brought 
on line in a timely fashion and major powers 
will find themselves embroiled in conflicts over 
restricted energy supplies. m 
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been strikingly busy. Hosting world leaders 

in Damascus and embarking on high-profile 
trips abroad, he has returned Syria to the interna- 
tional news and reminded global power brokers 
of his country’s strategic role in the Middle East. 
In August, he visited French President Nicolas 
Sarkozy to help broker a deal for the release on 
bail of Clotilde Reiss, a young French university 
lecturer arrested in Tehran during the protests that 
followed Iran’s presidential élection. Soon there- 
after, Assad flew to Tehran to meet with Iranian 
President Mahmoud Ahmadinejad. Over the past 
year, as Damascus has sought to reassert its posi- 
tion as an intermediary in the Middle East, a flurry 
of such stories has appeared in the press. 

Bashar’s father, Hafez al-Assad, ruled Syria from 
1970 until his death in 2000, taking the reins 
of power by way of a military coup after rising 
through the ranks of the military and the Baath 
Party. He consolidated his rule by creating a highly 
centralized authoritarian government in which 
the party, the military, and the internal security 
forces reported directly to him. He groomed his 
eldest son Basil from an early age to assume the 
presidency, making sure that Basil gained exten- 
sive experience in the military and the security 
forces. But when Basil died in a 1994 car accident, 
Bashar, who was training as an ophthalmologist in 
London, was called home and hurriedly groomed 
to be his father’s eventual successor. Bashar, in con- 
trast to his brother, had little military experience 
and was not considered charismatic. Nevertheless, 
his transition to power was reasonably smooth. 

When ‘Bashar al-Assad- became president in 
2001, he proposed that Syria undertake a plan of 


| ately, Syrian President Bashar al-Assad has 
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gradual economic reforms that might eventually 
pave the way for increased citizen participation in 
government, greater civil liberties, and a buttress- 
ing of democratic institutions. Now, after almost a 
decade, to what degree has this plan been imple- 
mented? Did Assad’s background prepare him to 
see through such a lofty plan? And will the inter- 
national excursions he has recently embarked on 
produce any substantial changes in the lives of 
Syrias citizens? 


UNMET EXPECTATIONS 


A conspicuous opening of the country’s econ- 
omy to various international businesses—begin- 
ning with the introduction of private banks in 
2003—has created some buzz about development 
and increased opportunities for workers and con- 
sumers. Damascus is dotted with shops like The 
Gap and Benetton, chic cafés like Costa Coffee, 
and luxury hotels like the Four Seasons. These 
enterprises target upper-class shoppers who stroll 
tree-lined boulevards, as well as a significant 
cohort of international and business travelers. 
Late-model BMWs, Nissans, and. Fords cruise the 
streets of the capital. 

International investment in Syrian markets 
overall, however, remains lackluster, and observ- 
ers point to the country’s legal code, with its 
inhospitable nature and unpredictable enforce- 
ment, as the reason. Businesses cannot be sure 
their investments will remain secure, nor are they 
permitted to operate independently of the regime. 
The government and its agents have their hands 
in the pot of every substantial business interest in 
the country. This includes, for example, the cell 
phone industry. That industry's alignment with 
regime interests is regularly reinforced for custom- 
ers, who at key political moments—such as dur- 
ing the presidential election of 2007—+receive text 
messages celebrating Assad's rule. 
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For Syria's popular classes, the top issues today 
are the local economy and their own aspirations 
for greater material prosperity. At this level, on the 
ground, the economy seems to show some signs of 
vibrancy. Damascus’s juice bars, coffee shops, and 
ice cream parlors are thriving centers for family 
and public gatherings. Patrons congregate in these 
places to discuss both private and public affairs. 
Internet cafés have exploded in number yet can 
barely keep up with demand. 

Internet connections are now available in near- 
ly every neighborhood and on every block. Young 
men in particular have seized this business oppor- 
tunity. At the same time, women are increasingly 
visible as shopkeepers and clerks, finding employ- 
ment in stores as they work on university degrees, 
help support family businesses, or delay marriage. 
. Some manage their own operations. 

Yet, despite this, and some other genuine if 
minor successes, a broad examination of the lives 
of ordinary Syrians reveals only marginal change. 
Indeed, indications regarding future economic 
prospects remain negative. 

Syria has a long history of 
a strong middle class based 
in the souk or bazaar, but 
todays entrepreneurs—in an 
environment of monopoliza- 
tion, oligarchy, nepotism, and . 
patron-clientilism—have little 
incentive or opportunity to contribute to the 
reinvigoration of the economy. Meanwhile, with 
the regime’s investments focused on the wealthy 
neighborhoods that surround the president's 
home, inequality between the working classes and 
the elite.is coming into sharper contrast. 

This widening gap is the result of interplay 
between corruption and globalization. Syria, com- 
pared to its regional neighbors like Jordan or 
Dubai, has remained relatively insulated from the 
impact of globalization. And those Syrians who 
do have access to global markets are associated 
with the regime in one way or another, whether by 
handing over a cut of their profits or by — 
with regime middlemen. 

Wages have not kept up with inflation since 
the early 1980s, and have recently been weakened 
by reduced subsidies for fuel. Wages in the public 
sector—the country's largest employer—at times 
have been estimated to cover only half of a fam- 
ilys basic needs. Unemployment is high: Officially 
around 9 percent, it is believed to hover around 20 
percent in fact. Joblessness is masked in part by 





The Assad cult is no longer as 
omnipresent as it was during 
the rule of Hafez al-Assad. 


a strong family structure and mutual support for 
kin. For the same reason, homelessness is nearly 
unheard of. Panhandlers abound on Damascene 
street corners—they are mostly the physically 
disabled and women with infants—but at night 
these figures disappear into the warmth of family 
homes. 


SO MUCH YOUNGER NOW 

As in most of the Middle East, Syria’s age struc- 
ture skews heavily toward youth. More than one- 
third of the population is under 15 years of age, 
and the labor force has grown at an average annual. 
rate of nearly 5 percent since 2001. In order to 
satisfy the employment needs of this overwhelm- 
ingly young workforce, Syria needs to add at least 
200,000 new jobs per year over the next 20 years, 
after which the size of the labor force is finally 
expected to peak. The workforce, in the absence 
of steady economic growth and education invest- 
ment, will continue,to struggle with unemploy- 
ment, underemployment, and dissatisfaction—all 
of which can potentially 
foment social unrest.. | 

, Because of. the economy's 
weakness and the country’s 
inability to train and absorb 
its. growing workforce, large 
numbers of Syrians choose to 
pursue higher education and 
employment abroad, Young men working in plac- 
es like Dubai, Europe, and the United States, as 
they try to save enough money to get married and 
start their own families, gain global perspective in 
the process. They bring back with them greater 
expectations for the. trajectories of their lives and 
of the nation. Both types of expectations might 
prove dangerous for a regime with little inclina- 
tion to redistribute resources, at least without 
heavy strings attached. 

Partly because the state is unable to meet the 
expectations of an informed populace, a substan- 
tial number of Syrians live outside the country, and 
many educated professionals—doctors, lawyers, 
professors, and engineers—decide not to return 
to the mother country. Expatriates, even exclud- 
ing those whose forbears emigrated two or three 
generations ago, probably exceed 10 million. 

The regime’ efforts to satisfy the demands of the 
populace are meager. A struggling citizenry wel- 
comes the distribution of inexpensive heating oil 
and subsidized bread baked in government ovens 
located in working class neighborhoods, but these 


measures are hardly enough to satisfy the desire 
for upward mobility. Government-sponsored ini- 
tiatives—such as the SHABAB Project, which offers 
business loans to select young entrepreneurs— 
provide only stopgap measures to address the 
economic stagnation felt on the streets. 

Meanwhile, production in Syria’s oil fields 
is diminishing and the country is expected: to 
become a net importer of oil as early as 2015. 
Unless new fields are discovered or more efficient 
extraction techniques breathe life into existing 
fields, the nation’s gross domestic product will 
be dramatically. affected and the state’s already 
strained ability to provide subsidies and services 
will be reduced. 


DRINKING UP INFORMATION 

. Bashar al-Assad’s presidency has seen an 
increase in public access to media and internet 
technologies—not surprising, given his one-time 
role as head of the Syrian Computer Society. 
In the 1990s illicit satellite dishes began to dot 
Damascene rooftops, bypassing - state-controlled 
television channels, and Assad legalized these 
ubiquitous dishes in 2001. The subsequent explo- 
sion in satellite television viewership has reached 
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broad classes of Syrian society, with unscramblers 
allowing signals to be accessed.free of charge. 

Áccess to international media has made state- 
controlled media irrelevant. Viewers, no longer 
limited to bland and repetitive Syrian television 
that drones on about the eternal greatness of the 
state, turn to outlets such as Al Jazeera and BBC 
Arabic to keep up with the world. The local press 
still. operates as a device for disseminating the 
regime's positions and self-aggrandizing propa- 
ganda, but as a news source it is largely obsolete. 

Viewers do still appreciate Syrian television for 
the programming in which it excels: Ramadan 
drama :series. The wildly popular soap opera 
Bab al-Hara (The Neighborhood Gate), set during 
the French mandate, tackles sensitive issues like 
democratic reform and womens rights; its socio- 
political critique is implicit and metaphorical, 
neutralizing potential accusations from state cen- 
sors. For a regime that, during the Hafez al-Assad 
era, feared fax machines as devices that could 
spread information critical of the government, 
these are noteworthy changes. 

The rapid spread of internet cafés is auspicious 
for a citizenry eager to gain independent informa- 
tion about and connect with the outside world. 
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With cafés charging rates of about one dollar per 
hour, Damascenes from all but the poorest classes 
can afford to stop by a café and surf the internet 
several times a week. Families in out-of-the-way 
working class neighborhoods use slow but func- 
tional modems on home computers, especially to 
stay connected with relatives abroad. Syrians are 
well-versed in the use of internet search engines, 
instant messaging, computer-to-computer tele- 
communications services such as Skype, social 
networking sites, and blogging. 

The sheer speed with which Syrians adopted 
these technologies may have initially astonished 
the regime, but for the most part it has managed 
to take control of the situation and impose gov- 
ernment controls. Internet cafés are continuous- 
ly monitored and frequently shut down for real 
or perceived breaches in protocol or licensing, 
and must pay the bribes to government agents 
that are so much a part of the day-to-day opera- 
tions of Syrian small businesses. Thus, although 
the types of media available to Syrians have 
increased dramatically over the past decade, the 
regime’s position as ultimate arbiter over infor- 
mation dissemination and citizen expression has 


changed little. 
LIMITED RIGHTS 


Along with economic concerns, a top issue that 
weighs on Syrian minds is that civil and human 
rights are limited under the authoritarian state. 
Citizens, despite their increased access to inter- 
national media and internet technologies, enjoy 
limited rights to speak freely, assemble, or criti- 
cize the government. State surveillance, coercion, 
and violence are among the many concerns that 
citizens must juggle while going about their daily 
lives. 

When Bashar al-Assad acceded to the presi- 
dency, there was much speculation about his 
desire and ability to implement reforms. During 
the so-called Damascus Spring of 2000-2001—a 
period of heightened political discussion and 
decreased repression—new associations cropped 
up and public debate flourished. This heady 
time inspired hope and enthusiasm. Yet, nearly a 
decade after Assad assumed power, Syria’s human 
rights record, according to Human Rights Watch, 
“remains very poor.” 

Ongoing problems include arbitrary arrest and 
detention, unfair trials, imprisonment without 
trial, and the disappearance of citizens. Thousands 
of political prisoners are held in state custody, and 


prisoners are often kept incommunicado from 
family and legal representatives. Alleged abuses 
in detention range from interrogations that some- 
times last for months to beatings to forced confes- 
sions. Prisoners report that methods of torture 
include electric shock, beating, and solitary con- 
finement. 

Ultimate responsibility for these abuses cannot 
be assigned to the president alone. The security 
forces’ bureaucratic structure, operational proto- 
cols, and institutional inertia are more distinct 
now from the executive than they were during 
Hafez al-Assad's rule. Indeed, Bashar' inability 
to rein in the security apparatuss abuses—and, 
generally, to maintain centralized control over 
those forces, as was done under his father's dic- 
tatorship—is evidence of his relative unprepared- 
ness for power when he assumed the presidency. 
He has been unable to assert control over regime 
members and institutions whose interests are 
deeply entrenched. 

Approximately 17,000 political prisoners, taken 
into custody since the 1970s, remain unaccounted 
for. The Syrian Human Rights Committee esti- 
mates that around: 4,000 political prisoners are 
currently incarcerated by the state and that deten- 
tions are once again on the rise. Assad closed the 
infamous Mezze Prison during the Damascus 
Spring, releasing about 600 political detainees. 
The also infamous Tadmur Prison near the archae- 
ological site of Palmyra was closed in 2001—but 
its remaining political prisoners were moved to 
other locations. 


STIFLED POLITICS 

In 2007, Ássad was reconfirmed to the presi- 
dency, winning 97.6 percent of the vote in an 
uncontested referendum. In the run-up, Damascus 
was bathed in banners, billboards, and the nation- 
al colors of red, green, black, and white. Signs 
proudly declared the inevitability of Assad's victo- 
ry: “All the people are with you” and “We pledge 
allegiance to you with our blood and our souls." 
Other slogans seemed to lay out a vague platform 
justifying Assad's rule: “Yes to stability and pros- 
perity and progress" or “To give up independence 
and sovereignty is to give up respect and honor." 
The argument presented by the regime was that, 
without the ruling lineage of the Assads, Syria 
would swiftly fall apart. B 

Some citizens reluctantly agree with that argu- 
ment. Syrians take a rather bleak view of demo- 
cratic structures’ ability to make people safe. They 


see that sectarian violence has plagued Iraq since 
the fall of Saddam Hussein. Not far from people's 
minds are the horrors of the Lebanese civil war 
and the persistent danger there to the lives of 
religious-political figures. For other Syrians, how- 
ever, the going price of stability is too high to be 
tolerated— paid for as it is in a currency of oppres- 
sion and fear. : 

Opposition to the regime is multifaceted. 
Secularists, socialists, and communists with an 
affinity for Baath ideology decry the regime 
for infringing on their rights of free speech 
and assembly. Islamists, including suspected 
members of the Muslim Brotherhood and their 
families, are harassed and imprisoned for their 
alleged revolutionary inclinations. Kurdish activ- 
ists fighting for the acknowledgment of civil 
rights such as the right to speak their native 
language, along with Kurdish separatists, are 
routinely incarcerated. 

On the other hand, many members of minority 
communities such as Alawis, 
Druze, and Christians fear 
losing the real or perceived 
spoils that are afforded to 
them under the current 
system, such as advantag- 
es in gaining government 
employment. (Assad himself 
is Alawi; the Alawis' faith is 
an offshoot of Shiism.) Minority groups fear that 
a popularly elected Islamist government would 
infringe on their religious rights by instituting 
some form of Islamic law. 

The Assad cult is no longer as omnipresent as it 
was during the rule of Hafez al-Assad, but photos 
of Hafez, Bashar, and the late Basil are still promi- 
nent. Á family photo of Bashar with his wife and 
children has become popular. Posters juxtapose 
Assad’s face with that of Hassan Nasrallah, the 
leader of Hezbollah in Lebanon, thus portraying 
Assad as a freedom fighter for the Arab cause. 
These posters and banners are displayed in the 
windows of businesses and cars, but they are not 
found inside people's homes, a telling indication 
of Syrians' personal identification—or lack there- 
of—with the faces of power. 

During the referendum process many citizens, 
even those critical of it, enjoyed the carnival 
atmosphere that the regime created around the 
campaign. It was something different from the 
humdrum rhythm of daily life. The state spon- 
sored musical concerts, dance performances, and 
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Syria’s meager economic opening 
has contributed to even greater 
cronyism and concentration of 

resources among the regime elite. 
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barbecues with kebab and french fries, all free, 
and under tents strategically placed to attract 
neighborhood crowds. 

While it would be outlandish to assert that 
these assemblies represented a form of democratic 
practice, since they were entirely orchestrated by 
the regime, Syrian citizens are nevertheless expe- 
rienced in the practice of voting. District elections 
are far more democratic than was the presidential 
referendum and offer some hope for the local 
practice of civility and pluralism. Indeed, a lim- 
ited public debate over social issues actually takes 
place at this level. Individuals from all walks. of 
life compete in these local races, including women 
and men, Muslims, Christians, Druze, and Alawi. 

- But despite the democratic features of these 
contests, people still experience a deep sense of 
alienation from the political system because of 
its stagnation. Local campaigns are run in the 
absence of detailed information about the candi- 
dates’ platforms, and of meaningful differentia- 
tion among them, so voters 
often opt to vote for friends, 
members of extended fam- 
ily, or members of their own 
religious sect. And the can- 
didates must ultimately be 
approved by the state. 

While Assad's assumption 
of office inspired a rejuvena- 
tion of civil society, it was short-lived; and the 
government has since moved. forcefully to stifle 
dissent. Independent organizations are harassed, 
denied licenses to operate legally, and subjected to 
heavy-handed surveillance. Groups like the Syrian 
Human Rights Committee are illegal. Legal orga- 
nizations are typically creations of the state. 


THE GLOBAL GAME 

The US administration of Barack Obama has 
made no secret of its intention to increase dia- 
logue with Syria. During his tenure so far, Obama 
has dispatched at least seven official delega- 
tions to Syria’s capital, including the administra- 
tions top Middle East envoy, George Mitchell. 
Washington is thinking about posting an ambas- 
sador to Damascus again—that position has been 
vacant since 2005. Also, in 2007, Speaker of the 
House Nancy Pelosi made a much-publicized trip 
to Damascus, against the appeals of George W. 
Bush’s White House. This indicates that the new 
administration has a ready-made bank of support 
in Congress for a renewed dialogue with Syria. 
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But even with Assad's efforts to increase Syria's 
global prestige, the country remains a weak state 
internationally one that cannot even prevent 
other nations from carrying out operations that 
encroach on Syrian territory. One example was 
an October 2008 helicopter incursion by US 
forces into an eastern Syrian village to attack 
militants tied to a network of foreign fighters in 
Iraq. Another was the 2007 Israeli air strike on 
a suspected Syrian nuclear cache in the north. 
Both of these incursions were indications of 
Assad’s ill-preparedness to maneuver strategi- 
cally on the international scene, particularly in 
high-stakes situations. 

Syrias relations with Iraq have been strained 
by two massive bombings in Baghdad on August 
19, 2009, which killed. approximately 100 peo- 
ple. The Iraqi Foreign Ministry claims that Syria 
harbors insurgents loyal to Saddam Hussein's 
regime and that militants pass with impunity 
over the Syria-Iraq border. Syria's history of pro- 
viding a home base for lead- 
ers from Hamas, Hezbollah, 
and now possibly fighters 
linked to Al Qaeda—along 
with its refusal to extradite 
militants to other states— 
has led some to question 
the regime's motives. 

No organization, after all, operates in Syria 
unbeknownst to the ‘country’s security forces. 
This indicates that the foreign groups operate with 
the authorities’ at least de facto approval. Some 
observers speculate that the regime has made a 
deal with militant Islamist groups, allowing them 
to live and operate in Syria in exchange for their 
refraining to attack the minority-dominated Alawi 
government. In any case, for Syria’s relations with 
Iraq to get better, or for its image to improve on 
the international stage, Syria must demonstrate 
a concerted effort to limit militant organizations 
and to prevent fighters from passing over its 
porous borders. | 

Assad’s increased . international. profile may 
lend him some political leverage abroad, but 
Syria's official approach to the Middle East peace 
process remains unaltered. In exchange for a 
return of Syria s Golan.Heights along the 1967 
lines, Syria would normalize relations with Israel 
and agree to a comprehensive peace structure 
including secure borders. : 

Relations with Lebanon have remained cool 
since the withdrawal of Syrian troops from that 


The future of the Middle East peace 
process remains tightly bound up with 
the nature of Syrian-Iranian relations. 





country in 2005 after the global outcry sparked 
by the. assassination of former Lebanese Prime 
Minister Rafik Hariri; along with 21 others in his 
motorcade. Yet Syria’s deep, longstanding: inter- 
est in Lebanon persists-and shows no sign of 
significant transformation. Damascus’ involve- 
ment includes investment in Lebanese markets 
and financial institutions; diplomatic maneuvers 
whereby Lebanon is used to advance. Syria’s politi- 
cal agenda; and maintaining pressure on Israel 
from Lebanese territory. 


THE IRANIAN CONNECTION 

Syrian-Iranian relations, meanwhile, have 
emerged as one of the major dynamics in the 
power: balance of the region. Both Syria and Iran 
were—and remain—trelatively isolated interna- 
tionally and thus value each others support in 
the face of common adversaries. Syria's relations 
with Iraq, for example, had been characterized by 
animosity ‘since a split in Baath party leadership 
and ideology in the mid- 
1960s, an animosity that 
only grew when Saddam 
Hussein assumed power in 
1979. . The Syrian-Iranian 
aliance has been continu- 
ally reinforced as Iran has 
provided money and weap- 
ons to Hezbollah through Syria, heightening the 
regional influence of both states. 

Irans ability to mobilize the Shiite commu- 
nity in Lebanon has provided a critical strategic 
advantage to Syria in efforts to push Israel out 
of neighboring Lebanese territory, including dur- 
ing the most recent Israeli-Lebanese war of 2006. 
The continued international isolation of Syria and 
Iran provides further incentive for Damascus to 
maintain close relations with Tehran, and to forge 
contacts with other outcast states such as North 
Korea. These relations represent strategic alliances 
more than ‘fervent ideological ones; the obvious 
differences between the Persian Islamic theocracy 
of Iran and the Arab secular socialist dictatorship 
of Syria have been widely noted. 

Nevertheless, an alliance of 30 years can shift 
only with difficulty, and thus the future of the 
Middle East peace process remains tightly bound 
up with the nature of Syrian-Iranian relations. 
Syrias potential benefits from a peace deal with 
Israel are many: In addition to trade relations and 
labor exchanges, Syria would reap the regional 
and international political advantages that other 


states such as Egypt and Jordan have gained 
through peace negotiations. 

Syrians privately whisper of the inevitability 
of peace and normalized relations with Israel. 
Many hope legal trade avenues will open up, 
along with temporary work opportunities. But 
such hopes are overshadowed by Syria’s powerful 
alliance with Iran, a country firmly opposed to 
any further Arab-Israeli agreements, particularly 
involving one of its closest historical allies. The 


costs of endangering this alliance are currently 


too great for Assad to absorb, given his state’s 
international isolation, so he ignores his citizens’ 
interest in establishing economic relations with 
the Jewish state. 


LIP SERVICE . 

In general, the interests of Syria’s minority-led 
regime are divorced from those of the citizens 
that it rules, and the regime is not accountable 
to any meaningful constituency in society—save 
for the individuals around the regime who hold 
the reins of power. The state has very little incen- 
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tive to enact democratic "— or improve 
public services because the relationship between 
state and society is tenuous. And the more pres- 
tige the regime gains on the international stage, 
the more it has to lose should its grip on power 
weaken. 

Assad planned when he took office to slow- 
ly implement economic reforms and eventually 
allow greater political freedom. That project has 
failed on both counts. This is partly due to the 
way the president gained power and to his lack 
of preparedness. If anything, Syria s meager eco- 
nomic opening has contributed to even greater 
cronyism and concentration of resources among 
the regime elite. 

As time goes on, ever more beneficiaries of 
state corruption will be allied with the regime. 
Without the political will and leadership that are 
required to root-out state abuses, the regime will 
continue pursuing the status quo, paying lip ser- 
vice to democratic and economic reforms but in 
reality leaving them—and the Syrian people—by 
the C wa ae E 
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Behind Iran's Crackdown, an Economic Coup 


FARIBORZ GHADAR 


ran’s election fraud last June, the civil unrest 

that followed, and the regimes continuing 

crackdown against dissenters have their roots 
in the country’s poor, economic condition. They 
are also rooted in efforts by President Mahmoud 
Ahmadinejad and his allies in the Islamic 
Revolutionary Guards Corps to grab control over 
large swaths of the economy. Although the govern- 
ment has subdued street demonstrations by brute 
force—including in violent clashes in Tehran and 
elsewhere in November—the underlying economic 
problems and factional rivalries remain, and the 
flames of discontent may well flare up again soon. 

Iran’s economy is dominated by oil exports and 
the public sector. In 2008, oil accounted for 50 
percent to 70 percent of government revenues and 
80 percent of export earnings. The public sector 
(that is, activities directed or centrally controlled 
by the government) constitutes an estimated 60 
percent of Iran’s economy. Historically, the private 
sector—dominated by the merchant class in the 
bazaar—has handled most supply chain-related 
matters in the economy. This includes warehous- 
ing, distribution, sales, financing, and the manage- 
ment of logistics related to both imports and local 
production. Many agricultural producers and light 
industries have also relied on the bazaar to handle 
their logistical and financial requirements. 

In recent decades, however, elements in the 
government have increasingly undermined the 
role of the private sector and the bazaar. One 
major change since the 1979 Islamic Revolution 
has been the expanding role of religious founda- 
tions, or bonyads. Their combined budgets are 
said to equal half the government sector's budget. 
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Much of the funding for the bonyads originates 
with the state, via assets and businesses that the 
bonyads have been authorized to manage, or in 
the form of direct government subsidies. The 
bonyads are actively involved in the transporta- 
tion and distribution sectors; before the revolu- 
tion, these.logistical activities traditionally fell 
within the bazaar's. economic sphere. 

More recently, the private sector and the bazaar 
have been further undermined by the imposition 
of stricter international sanctions in response to 
the Iranian governments nuclear activities—and 
also by administrative and price controls, smug- 
gling, contraband, and widespread corruption, 
along with other rigidities in the economy. Much 
of the smuggling and contraband are controlled by 
the Revolutionary Guards, and this is a trend that 
has accelerated since Ahmadinejad assumed the 
presidency in 2005. 

In addition, the regime has awarded numer- 
ous large contracts—for example, for a major gas 
pipeline to the Pakistani border; for the South 
Pars natural gas field, and for an expansion of the 
Tehran metro transportation system—to members 
of the Revolutionary Guards and their companies. 
The Revolutionary Guards, of which Ahmadinejad 
was once a member, form a large branch of tbe 
Iranian military. They are believed to number as 
many as 120,000. They control a paramilitary 
militia, the Basij. And in recent years they have 
built a sprawling business empire. 

In essence, a dramatic shift of economic power 
has taken place—away from traditional private 
sector groupings and toward select religious foun- 
dations and Revolutionary Guards entities. To be 
sure, the bazaar remains a major force in Iran's 
economic landscape. This was plainly evident in 
October 2008, when the regime made too obvious 
an effort to reduce the role of the bazaar by impos- 
ing a value-added tax. The governments action 


met with stiff resistance, violent protest, and the 
closing of markets, which brought the national 
economy to a standstill. Officials quickly rescind- 
ed the value-added tax. Still, the Ahmadinejad 
administration continues in other ways to shift 
economic power toward the Revolutionary Guards 
and other friends of the regime. 

At the same time, the government has mas- 
sively mismanaged the economy, thereby creating 


high inflation and unemployment. It is important ' 


to understand that the protests in the streets of 
Tehran and other Iranian cities in the summer and 
fall-of 2009 had as much to do with economic mis- 
management as with election improprieties. 


LOSING AT MONOPOLY 

Petroleum is a key factor in assessing the 
Iranian economy. Oil production before the Islamic 
Revolution hovered around 5 million to 6 million 
barrels a day, of which 5 million were exported. 
Strikes, civil unrest, and a loss of technical and 
managerial experts (both domestic and foreign) 
reduced oil production to | 
about 3.3 million barrels 
in 1979. Oil production in 
1980 further declined—to 
less than 1.5 million bar- 
rels per day—because of 
continued technical dif- 
ficulties and the begin- 
ning of the Iran-Iraq War. 
Production gradually increased to a level of 4 mil- 
lion barrels a day by 2008. i 

In the meantime, however, domestic consump- 
tion has risen rapidly, and crude exports have 
declined gradually to between 2 million and 2.5 
million barrels a day. Thus, since the Islamic 
Revolution, the volume of oil exports has declined 
by more than 50 percent while the population has 
doubled. This years street protests had no appre- 
ciable impact on oil production. However, given 
the reduced exports and increased local consump- 
tion, a protest strike aimed at the oil and gas sec- 
tor would have a much more crippling effect on 
the economy than did strikes during the Islamic 
Revolution in 1979. 

Irans natural gas production has increased 
rapidly since 1979, but it primarily serves the 
domestic market. The country exports some natu- 
ral gas to Turkey and it imports some from 
Turkmenistan. However, because the prices that 


Turkey pays are below the prices that Iran pays ` 


to Turkmenistan, the gas sector may in fact be a 
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Iran could evolve into a dictatorship 
of paramilitary thugs and oligarchs 
controlling a corrupt and 
monopolistic system. 
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foreign exchange drain on Irans economy. Gas 
exports, because of sarictions and US policy, have 
not risen. The Nabucco gas pipeline, planned for 
construction through Turkey, has been delayed. 
An Iran-Pakistan-India pipeline is unlikely to be 
constructed in the near future. And Iran lacks the 
necessary technologies to embark on a significant 
liquefied natural gas operation, thus further limit- 
ing its export capacity. | 

Despite these difficulties, the growth rate for 
Irans gross domestic product (GDP) has ranged 
between 4.5 percent and 7.8 percent in recent 
years. This has much to do with the rising price 
of crude oil. In fact, 2008 was a record year for 
revenue generated by oil exports. As oil prices hit 
a record $147 per barrel, Iran managed to generate 
an estimated $85 billion in oil exports. 

And yet, in spite of this massive increase in oil 
revenue, GDP growth declined sharply to 4.5 per- 
cent in 2008 from 7.8 percent in 2007. This was 
Irans lowest growth rate in the past few years, and 
it is directly related to the economic mismanage- 
ment that has spawned 
rising subsidies and the 
monopolistic nature of 
much of the industrial 
economy (increasingly 
under the control of the 
Revolutionary Guards and 
preferred bonyads). 

The result has been 
rising inflation. Housing prices in Tehran, for 
instance, quadrupled from 2004 to 2008. Last year 
the inflation rate soared to 26 percent, according 
to central bank figures. The rate this year may 
have dropped to 15 percent because of a decline in 
oil prices and a downturn in the global economy, 
but that number is still very high. 

Meanwhile, the governments excessive subsi- 
dies and handouts have made Iran dependent on 
agricultural imports. Wheat imports rose from 
near zero years ago to more than 6 million tons in 
2008. The growth rate in manufacturing and agri- 
cultural value-added has also declined from 2002 
levels. And low levels of investment by the private 
sector, along with a surge in the number of young 
people, have brought about high unemployment. 


ARMIES OF THE JOBLESS 

Irans official jobless rate is in the teens, but given 
the very large portion of the population that is in 
the 15- to 30-year-old range, it is very likely that 
true unemployment hovers at about twice the offi- 
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cial rate. I estimate it to be above 30 percent. (There 
are 25 million Iranians employed, of whom a third 
are women. The working-age population is estimat- 
ed at 45 to 50 million. Therefore, even assuming 
that all women who want jobs are employed, the 
unemployment rate is about 30 percent.) 

The governments current statement of eco- 
nomic policy—the Fourth Development Plan— 
calls for the creation of 700,000 jobs per year. This 
goal is unlikely to be achieved. In any case, given 
Iran's population growth, an estimated 1 million 
jobs must be created each year to prevent unem- 
ployment from rising. 

Some of us will remember the *misery index"— 
the sum of. the unemployment and inflation 
rates—which was widely .discussed during the 
Carter/Reagan era in the United States. The US 
misery index of that time, at its worst, was around 
25 percent; today the number is about 13 percent. 
Those numbers pale against Iran's misery index, 
which ranges between 40 percent and 50 percent. 

Thus we should not be surprised that, despite 
threats, intimidation, and beatings, many citi- 
zens have been willing to demonstrate in the 
streets of Iran's cities. The general public has 
seen its purchasing power decline even as mem- 
bers of the Basij and Revolutionary Guards 
benefit from subsidies and government-awarded 
business opportunities. 


DEFENDING THE REVOLUTION 

Indeed, this may help explain why the 
Revolutionary Guards and Basij were so ruthless 
in handling the demonstrations that followed the 


June presidential election—in which widespread. 


fraud helped secure Ahmadinejad's reelection— 
and the protests that broke out in early November. 
The Revolutionary Guards and the militiamen on 
motorcycles were not just protecting the Islamic 
revolution. They were protecting their incomes 
and economic position, as Ahmadinejad’s tenure 
in office has seen rapid growth in the econom- 
ic power of the paramilitary groups (both the 
Revolutionary Guards and the Basij). 

Major General Muhammad Ali Jafari, the 
commander of the elite military branch of the 
Revolutionary Guards, has suggested that his 
groups suppression of the protests gives it a new, 
more central role in the country: *Because the 
Revolutionary Guards were assigned the task of 
controlling the situation, [they] took the initiative 
to quell a spiraling unrest. This event pushed [the 
Guards] into a new phase of the revolution and 
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political struggles and we have to understand B 
its dimensions." 

Iran's other hard-line forces have also been 
emboldened. Ahmadinejad’s spiritual guide, 
Ayatollah Mohammad Yazdi, has said that “elect- 
ed institutions are anathema to a religious gov- 
ernment and should be no more than window 
dressing.” However, in the face of lower oil rev- 
enues, if the Ahmadinejad administration, the 
Basij, and the Revolutionary Guards continue 
to feed at the trough without consideration for 
the general public, unrest will almost PEOR 
return and accelerate. 


THE TICKING BOMB 

Many of the *old guard" leadership associ- 
ated with traditional business interests and the 
bazaar view this trend with serious concern. At 
the same time, many influential religious leaders 
have kept silent or offered only faint criticism of 
Ahmadinejad's election. It is clear to them that the 
regime and its allies are seriously challenging the 
role of traditional political leaders vis-à-vis busi- 
ness activities. 

The past year has witnessed the escalation of 
a power struggle in Iran's political elite, a strug- 
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gle that pits the old guard—led by two former 
presidents, Ali Akbar Hashemi Rafsanjani and 
Mohammad Khatami; a prominent cleric, Mehdi 
Karroubi; and Ahmadinejad principal opponent 
in the election, Mir Hussein Moussavi—against 
Ahmadinejad, Yazdi, Ayatollah Ahmad Jannati, 
and the Revolutionary Guards. 

The decision by Iran’s supreme leader, Ayatollah 
Ali Khamenei, to back the latter group causes one 
to wonder if he has already lost control to the 
Revolutionary Guards and the conservative cler- 
ics who support them, or if he is simply in their 
camp. Leaders of the old guard understand that 
another four years of Ahmadinejad and his pro- 
Revolutionary Guard policies will diminish their 
own role to such an extent that they will in fact be at 
risk of losing their livelihoods and even their lives. 


The question thus posed is whether a com- 
promise between the two factions is possible. 
Can such disparate forces reach an understand- 
ing? What sort of compromise would make the 
faction of reformist, bazaar-connected, moder- 
ate clerics trust the faction of Ahmadinejad, the 
Revolutionary Guards, Yazdi, and Khamenei? Yet, 
if no compromise is achieved, Irans economic 
time bomb will continue to tick. 7 

Time is running short. If Ahmadinejad and the 
Revolutionary Guards are not reined in, Iran's 
economic and political structure could evolve 
into a dictatorship of paramilitary thugs and 
oligarchs controlling a monopolistic and corrupt 
system. Would that be acceptable to the major- 
ity of Iranians, rising numbers of whom will lack 
employment? al 
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Is Iraq Back? 


SAM PARKER 


In January 2010 Iraqis head to the polls for 
the countrys second parliamentary elections 
under the new constitutional order. Following 
these elections, the United States plans to draw 
down its forces from roughly 120,000 troops to 
50,000 by August 2010. The challenges after the 
elections will be for Iraqi leaders to form a govern- 
ment quickly and peaceably and for the Americans 
and Iraqis to manage the troop drawdown in a 
way that does not trigger instability. | 
Enabling these significant milestones is a 
broader Iraqi transition, one in the making since 
the Sunni Awakening of 2006 and the US troop 
surge of 2007. Iraq is evolving from a state in 
crisis—characterized by a bankrupt political order 
and engulfed in civil war—to a sovereign nation 
that has a broadly accepted political process and 


[= is approaching a major point of transition. 


is an independent actor on the international stage. : 


Although a few foundational issues remain unre- 
solved, many of the major characteristics of the 
new Iraqi politics have come into view. The role 
that the new Iraq will play in the region, on the 
other hand, is still a mostly open question. 


POINTS OF PROGRESS 

The area in which Iraq has most clearly made 
progress is in the development of its army. 
Admittedly for years to come the Iraqi military will 
remain dependent on American assistance, such as 
air support. Even so, since the implementation of 
a Status of Forces Agreement (SOFA) in January of 
this year and the withdrawal of US forces from Iraqi 
cities in June, the Iraqi government has increas- 
ingly taken the lead in security operations. 

Even as responsibility has shifted, violence has 
remained at relatively low levels compared to the 
post-invasion period of mid-2003. And although 
questions remain about professionalism and 
chain of command in the Iraqi army, Sunnis and 
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Shiites alike now view the military as a largely 
neutral force, and one loyal to the state. (Kurds 
in the north, of course, are still uneasy about 
a central government that is strong militarily.) 
The army's development has played a key role in 
legitimizing and buttressing the formerly bank- 
rupt political process. . 

Political progress, meanwhile, has been just as 
profound in some ways as the progress in security. 
Iraqi Sunnis in 2006 made the calculation that 
participating in the new political order was bet- 
ter than continuing to fight, eventually losing, 
and then becoming subjects of a hostile central 
government. This calculation, combined with 
successful US-Iraqi security operations against 
the hardest-core antigovernment militants (Sunni 
and Shiite alike), has resulted in a political pro- 
cess that nearly all Iraqis accept as the forum in 
which questions of power and the distribution ot 
resources will be resolved. 

The free, fair, and broadly contested provincial 
elections of January 2009 cemented this trend. 
The upcoming national elections will likely do the 
same. An October 25 bomb attack that targeted 
government buildings in Baghdad and killed at 
least 160 people demonstrated that terrorists 
can still wreak havoc. But barring an even big- 
ger unforeseen shock to the system, it is hard to 
see the new order coming apart and Iraqi actors 
resorting to violence on a wide scale to achieve 
their aims. 


THE BAD AND UGLY 

Beyond this significant. shift, however, the 
political picture in Iraq is not pretty. Iraqi poli- 
tics is halting, messy, and factionalized in ways 
that seem unlikely to change any time soon. 
Moreover, aside from the security sector, the 
government has not delivered for the people. Iraq 
remains one of the most corrupt countries in the 
world and suffers from weak legal and adminis- 
trative institutions. 

Iraqs educated middle class has mostly fled 
the country, and the youngest generation knows 
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little but conflict, misery, and isolation. The Iraqi 
government is inconsistent at best in its respect 
for civil rights and due process. Civil society is 
nascent but weak. Poverty is endemic. These prob- 
lems will likely be as intractable and long-term in 
Iraq as they are in other third world countries. 

Sectarian political mobilization of a certain 
kind has ebbed—Iraqis are fed up with politicians 
exploiting Islam for political gain, and politicians 
have responded with an emphasis on bread-and- 
butter concerns. Yet sectarian identity remains 
elemental in Iraqi politics, in a way that is more 
communitarian than religious. The important 
political blocs are still uniformly Kurdish, Sunni, 
or Shiite. Likewise, ue tend to vote only Win 
their own group. 

Any power sharing among these blocs, whether 
it takes the form of government formation or the 
distribution of contracts and jobs, amounts to a 
de facto confessional arrangement. Although the 


Sunni-Shiite divide may not again find violent : 


expression, it will nonetheless continue for the 
foreseeable future to be an 
organizing principle of the 
countrys politics. 


THE KURDISH PROBLEM 

As conflict has diminished 
and the state has grown 
stronger, the dispute over 
territory and oil between the Kurdistan Regional 
Government (KRG) and the central government 
has worsened proportionally. But the conflict is 
not intractable. Kurdish leaders recognize their 
long-term dependence on Baghdad. The 17 per- 
cent of the federal budget that the KRG receives 

constitutes the vast majority of its income. The 
KRG is landlocked and surrounded by states hos- 
tile to its independence. And the United States has 
made it plain that it has no interest in maintaining 
a long-term presence in Kurdistan. 

At the same time, while Arabs may reject 
Kurdish territorial claims (especially over the 
oil-rich Kirkuk province) and object to some of 
the KRG’s more maximalist positions on oil sec- 
tor management, few are committed to denying 
Kurds the right mostly to manage their affairs, per 
the Iraqi constitution. 

Ample middle ground thus exists for the two 
sides to make a deal. The key window for such 
a deal will be after the January elections, when a 
new government is in place and while Americans 
are still in Iraq in sufficient numbers to act as 








Many of the major characteristics 
of the new Iraqi politics 
have come into view. 








peacekeepers and mediators. But even if a deal 
were not made before the United States with- 
draws, it is unlikely that the Arab-Kurd conflict 
would descend into open war, which neither side 
sees as in its interest. More likely is low-level, spo- 
radic violence and continued local-level tensions 
that give third party militant groups like A] Qaeda 
space to operate. Rather than instability, the more 
strategically critical consequence of failing to 
make a deal would be political stagnation. Arab- 
Kurd problems would sap the focus and attention 
of Iraqi leaders, and the Kurds would continue to 
play an obstructionist role from their position in 
the central government. All of this would impede 
efforts to improve governance and promote eco- 
nomic development. - | 


WHO'S YOUR ALLY? 

While internal political trends in Iraq have 
begun to take their long-term shape, Iraq's region- 
al role is as yet undefined. This is because the 
new lraq is only now emerging as a sovereign 

international actor, since 
Iraqis have spent most of 
the past six years focused 
‘on internal struggles for 
power. Nonetheless, a few 
broad contours are becom- 
ing clear. 
Since 2003, Iraq has been 
a source of instability in the region primarily on 
account of its weakness. It has exported sectarian- 
ism, extremism, refugees, and other social ills. As 
the Iraqi state returns, so do old concerns among 
the country’s neighbors about a bellicose Iraq with 
a strong military—that is, an Iraq that is a source 
of instability because it is too strong. This threat 
will be mitigated by Iraq's continuing internal divi- 
sions, its limited governmental competence, and a 
restraining role played by the United States. | 

Another key factor affecting the role that Iraq 
will play in the region is the proven endurance of 
Iraqi nationalism among Shiites. Although many 
of the Shiite leaders once lived in exile in Iran, 
now that they are in power, most have embraced 
the idea—which they formerly rejected—of a 
strong, independent Iraqi state. ‘Iranian support 
for Iraqi militants in 2007-2008 inspired a back- 
lash among the Shiite leaders and provoked them 
to take a harder anti-Iranian line than they other- 
wise might have. 

Iraqi leaders are aware of their dependence 
on outside support for the medium term, par- 


- ticularly when it comes to security and econom- 
ics. However, they intend to seek support from 


' the United States and other Western countries 


and use it to balance Iranian influence. Heavy 
Iranian support for Iraq would come with strings 
attached and would cause innumerable domestic 
and international political headaches. Iran will 
still play a larger role in Iraq than it did before 
2003, but not the dominant one that many have 
feared. 


A TURN TOWARD THE WEST 

The biggest change on the regional level is the 
long-term US-Iraq alliance. Although some anti- 
American posturing by Iraqi leaders accompanied 
the signing'of the SOFA, those same Iraqi leaders 
also signed a “Strategic Framework Agreement for 
a Relationship of Friendship and Cooperation,” 
a document that outlines the economic, cultural, 
diplomatic, and security components of “long- 
term” bilateral ties. And many Iraqi leaders, 
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including Prime Minister Nuri Kamal al-Maliki, 
have indicated their openness to extending the US 
military presence beyond the SOFA’s deadline of 
December 31, 2011. 

Such a close relationship will be problematic 
for Iraqi leaders, given the country’s history and 
the regions political dynamics. The temptation 
will always exist for Iraqi leaders and regional 
actors to whip up anti-American sentiment to 
achieve specific aims. Indeed, such pressures may 
eventually prove the undoing of the US-Iraq alli- 
ance, especially as Iraq grows more independent. 

Nonetheless, the Iraqi parliaments recent pas- 
sage of a naval support agreement with the British 
government—lIraq’s former colonial occupier—is 
a sign of Iraqs turn toward the West. Should Iraq 
and the United States succeed in maintaining a 
strong relationship, the potential impact on the 
regional balance of power and on a range of US 
interests in the region—from counterterrorism to 
oil to Israel—could be profound. | E 





The Surge Was Hell 


WILLIAM W. FINAN JR. 


CC T surge." Like so much associated 
with Iraq and the Bush years, the 
event itself—as Nietzsche said of the 

French Revolution—has disappeared beneath the 
interpretation. Political leanings often determine 
how we judge the success of the surge, and indeed 
what we believe the surge was. | 

The politically colorless facts are these: In 
January 2007, President George W. Bush adopted 
a plan to deploy 30,000 additional US troops 
to Iraq. This surge in troop 
strength supported a counter- 
insurgency strategy designed to 
ease the violence that afflicted 
large swaths of Iraq, including 
the capital, Baghdad. 

The country’s political development had ground 
to a halt as Sunni tribes battled US troops and the 
nascent Iraqi military; as Shiites cleansed Sunnis 
from Baghdad (turning that city from one with 
a 65 percent Sunni majority to one with a Shiite 
majority of 75 percent); and as Al Qaeda in Iraq 
killed not only Americans but countless Iraqis. In 
the United States, Bush’s public approval rating, 
especially when it came to his handling of the war, 
was sliding down. 

Today, most people who supported the 2003 
decision to invade Iraq also believe the surge 
“worked.” They point to a subsequent drop in 
violence, an end to ethnic cleansing, the seeming 


eradication of Al Qaeda in Iraq, and the decision 


by nearly all major groups to take part in the 
political process. Critics argue that, while all of 
these positive developments have in fact trans- 
pired, they are not necessarily the result of the 
increase in US troops. 

Indeed, other factors played a major role in the 
decrease in violence. These included the decision 
by Sunni tribes to turn on Al Qaeda in Iraq (and 
accept government money while doing so) and a 
cease-fire observed by Iraq's second-largest Shiite 
militant group (led by the cleric Moktada al-Sadr). 





WILLIAM W. FINAN Jr. is Current History’s books editor. 


The Good Soldiers 
by David Finkel. 
Farrar, Straus, and Giroux, 2009. 
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Additionally, the ethnic cleansing that both Shiites 
and Sunnis had carried out had already largely 
accomplished its major goals, and this too helped 
decrease sectarian violence. As for engagement 
in the political process? Yes, it happened, but— 
as Joost Hiltermann wrote in a recent post on 
the blog of The New York Review of Books—lraqs 
*politics remain so dysfunctional as to disable 
governance." 

The Good Soldiers, a new book by The Washington 
Posts David Finkel, will not 
settle this debate, but it does 
put a human face on those who 
did the fighting in the surge 
and carried out the counter- 
insurgency tactics that underlay it. It provides an 
up-close-and-personal look at one group of the 
30,000 soldiers who were sent to Iraq to turn the 
tide. It describes what they endured, physically 
and mentally, in carrying out their orders. 


THE NEWS IN RUSTAMIYAH 

The Good Soldiers is the story of one battal- 
ion—the 2™ battalion of the Army’s 16" Infantry 
Regiment—during a 14-month Iraq tour. Their 
journey is chronicled by Finkel, a Pulitzer Prize- 
winning reporter, from the time they depart from 
Fort Riley, Kansas, to their deployment in a sub- 
urb of Baghdad known as Rustamiyah, until their 
return home in April 2008. 

At heart, however, the book is about the dis- 
connect between the horrors of the battlefield and 
the politics back home. Of September 4, 2007, for 
example, Finkel reports that: 


The news in Rustamiyah . . . was all about three 
dead soldiers and a fourth who had lost both legs, 
and a fifth who had lost both legs and an arm and 
most of his other arm and been severely burned 
over what remained of him, [which] wasn’t the 
news in the United States. In the United States, 
the news was all macro rather than micro. It was 
about President Bush arriving in Australia that 
morning, where the deputy prime minister asked 
him how the war was going and he answered, 
“We're kicking ass.” It was about a government 


report released in the afternoon that noted the 
Iraqi government’s lack of progress toward self- 
sustainability, which Democrats seized on as 
one more reason to get out of Iraq pronto, which 
Republicans seized on as one more reason why 
Democrats were unpatriotic, which various pun- 
dits seized on as a chance to go on television and 
do some screaming. 


Finkel mainly adheres to the reporter's injunc- 
tion to describe, not tell, but what he describes 
is telling in its hellish immediacy, no matter 
how noble the ideals with which the surge was 
launched. We are left to make our own evalua- 
tions and interpretations of the surge, and of the 
Iraq enterprise generally. But the profound human 
consequences of the decision to go to war are por- 
trayed graphically and relentlessly. _ 

Early in the deployment a sergeant, Michael 
Emory, is on the roof of a building when he is shot 
in the back of the head by a sniper: 


Emory was motionless, on his back, in a widening 
pool of blood. . . . [Other members of the squad] 
got Emory inside the enclosed stairwell, safe from 
any more sniper fire, but now they needed to get 
him down three flights of stairs. . . . [A] soldier 
draped him over his back in a fireman's carry. 


This was a staff sergeant named Adam Schu- 
mann. He was regarded as one of the best sol- 
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diers in the battalion. A few months after this 
moment, having turned into a soldier who was 
mentally broken, he would say of Emory, “I re- 
member the blood was coming off his-head and - 
coming into my mouth. I couldn't get the taste 
out. That iron taste. I couldn't drink enough 
Kool-Aid that day.” . 


Emory survives, and in one of the. most emo- 
tionally riveting scenes in the book the battalion 
commander, Lieutenant Colonel Ralph Kauzlarich, 
visits him and other injured members of his com- 
mand: | 


He put on a protective gown, protective boots, and 
protective gloves and walked toward a 19-year-old 
soldier whose left leg was gone, right leg was gone, 
right arm was gone, left lower arm was gone, ears 
were gone, nose was gone, and eyelids were gone, 
and who was burned over what little remained of 
him.... Wow; Kauzlarich said under his breath. 
And then, taking it in: “Bastards.” 


Many of those who lost an arm or leg or eye 
or, as in the case of Emory, parts of their brain, 
are alive because of advancements in battlefield 
medicine. All told, more than 30,000 soldiers have 
been wounded in a war that has killed more than 
4,000 members of the US military. 

The wounded also include those, like Schumann, 
who have been diagnosed as suffering from post- 
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traumatic stress disorder (PTSD). Finkel notes that 
the most common single diagnosis made over the 
course of the war—20 percent of the total—has 
been of PTSD. Finkel carefully and sympathetically 
deals with the anguish of those afflicted, as well as 
the standard initial response of the sufferers’ fel- 
low soldiers—that it isn’t real, that anyone claim- 
ing to suffer from it is a wuss. The author also tells 
us that the cost of treating those returning from 
Iraq with PTSD may prove greater than the cost of 
the entire war so far—nearly $700 billion. 


THE COSTS OF WAR 

Finkel juxtaposes his microscopic observa- 
tions of what the battalion daily endures during 
much of the surge against a backdrop of presi- 
dential statements, which begin each chapter. 
These tend to be platitudinous exhortations or 
assertions along the lines of *we're kicking ass,” 
along with assurances about the larger strategy 
being pursued in Iraq. 


The battalions day-to-day existence is one 
punctuated by IEDs (improvised explosive devic- 
es) and the even more deadly EFPs (explosively 
formed penetrators), which blast through vehicle 
floors to tear off limbs and the backs of heads. It 
is an existence in which soldiers, rolling along 
in their Humvees, see the faces of Iraqi civilians 
through piles of trash that line the highways, but 
too often do not see the bombs that are concealed 
in the same trash or buried in the road. These are 
the things that dictate how the battalion's soldiers 
and commanders act and react. The language of 
democracy promotion, of creating a stable Middle 
East, of ridding Iraq of a merciless dictator—all 
this plays emptily in the background. 

The Good Soldiers takes a place alongside 
Dexter Filkins’s The Forever War as a work that 
documents—gracefully, soberly, and humanely— 
the individual sacrifices that are lost in political 
debate or, when they aren't, become the currency 
of cheap patriotism. i m 
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October 2009 


S 


INTERNATIONAL 


European Union 

Oct. 2—Irish voters, reversing the results of their June 2008 vote, 
approve the Lisbon Treaty, an EU accord that will among other 
things establish a full-time presidency for the bloc and enhance 
the role of the European Parliament. Fight days later Poland rati- 
fies the treaty, leaving the Czech Republic as the sole remaining 
country whose ratification is necessary for the treaty to come 
into effect. 


AFGHANISTAN 

Oct. 8—A car bomb explodes outside the Indian embassy in 
Kabul, killing 17. The bombing resembles a July 2008 attack 
on the embassy that killed 58, and that many suspected was 
partially the work of Pakistan’ intelligence services. The Taliban 
claim responsibility for the latest attack. 

Oct. 11—Kai Eide, the top UN official in Afghanistan, says the 
countrys Aug. 20 presidential election was characterized by 

"widespread fraud." Eides remark, which conforms with a 
nearly universal appraisal of the vote, increases pressure on 
President Hamid Karzai to accept a 2nd round of voting, in 
which he would be pitted against his top challenger, Abdullah 
Abdullah. 

Oct. 14—As US President Barack Obama deliberates on a new 
strategy for US involvement in Afghanistan, British Prime Min- 
ister Gordon Brown announces that his country will send an 
additional 500 troops to the country, conditioned on the Afghan 
government’ performance. Some observers interpret the British 
decision as an indication that Obama will eventually decide to 
increase the US troop presence in Afghanistan as well. 

Oct. 20—Karzai accepts a run-off election against Abdullah. The 
voting is scheduled for Nov. 7. Karzai had come under heavy 
pressure from Western governments to accept the run-off 
because of their concerns about the legitimacy of his govern- 
ment. 

Oct. 27—Eight US troops are killed in Afghanistan, bringing the 
months total of US dead to 53 and making October the deadli- 
est month for US forces since they ousted the Taliban in 2001. 

Oct. 31—Media reports suggest that Abdullah will not participate 
in the Nov. 7 run-off election because he believes the voting will 
not be conducted fairly. Such a move by Abdullah would clear 
the way for Karzai to serve another tetm as president but would 

. also further weaken his damaged credibility. 


CHINA 

Oct. 22—The government reports that Chinas economy grew at 
an 8.996 rate from July through September, up from a 7.996 
rate recorded in the 2nd quarter. Officials attribute the growth 
to enormous increases in bank lending over the past year, con- 
tinued state support for exports, and a $585 billion stimulus 
package that is funding construction projects across the country. 
Analysts say the resumption of rapid growth and fears of infla- 
tion will heighten debate among China’s leaders about when and 
how far to rein in stimulus measures. 


CONGO, DEMOCRATIC REPUBLIC 
Oct. 13—A group of 84 humanitarian organizations reports that 


900,000 people have been displaced in eastern Congo this year : 


amid fighting between the Congolese military and Hutu mili- 
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tiamen from Rwanda. The humanitarian groups say that a UN 
peacekeeping mission stationed in the region does not protect 
civilians adequately. 


ETHIOPIA 

Oct. 22— Ethiopian officials appeal to international donors for 
more than $121 million in emergency food aid for 6.2 million 
people. The country has suffered a prolonged drought that has 
also hit Kenya and Somalia. The crisis is particularly severe in 
Ethiopia because more than 8096 of its citizens live off the land. 


GREECE 

Oct. 4—In parliamentary elections, the Socialist Pasok Party wins 
44% of the vote, compared to 33% for its closest competitor, the 
incumbent, center-right New Democracy Party. The victory by 
a party of the left is a departure from recent trends in Europe, 
where center-right parties have done well during the global eco- 
nomic downturn. The incumbent government’ time in power 
has been characterized by corruption scandals and austerity 
measures. 


HONDURAS 


Oct. 29—The country’s de facto government, put in place after a 
June military coup agzinst President Manuel Zelaya, signs an 
agreement according to which Zelaya will return to power and 
serve out the 3 months that remain in his term; a Nov. 29 presi- 
dential election will be carried out as scheduled and all sides 
will recognize the outcome. The agreement comes after intense 
pressure from the Obama administration, including a warning 
that the US would not recognize the results of the Novem- 
ber election unless a deal were struck. The US had iniually 
attempted to play a quiet role in the crisis, leaving its resolution . 
primarily to the Organization of American States. The deal must 
be approved by Honduras’ congress to become official. 


INDIA 

Oct. 8—Maoist rebels known as Naxalites kill 17 police comman- 
dos in an ambush in Maharashtra state. Over the past 4 years, in 
an ongoing effort to destabilize and topple the Indian state, the 
rebels have killed about 900 security forces. The government 
is preparing to launch an offensive against the rebels in which 
70,000 paramilitary forces will be involved. 


IRAN: 


Oct. 1—At Geneva negotiations that involve the US, Iran agrees to 
export most of the enriched uranium that it has acknowledged 
producing to Russia, there to be transformed into fuel rods for 
use at an Iranian medical facility. Iran also agrees to allow West- 
ern inspectors to visit a newly disclosed uranium enrichment 
facility. The deal represents a victory for the West insofar as the 
arrangement, if implemented, will slow the progress of Iran's 
alleged development of a capacity to produce nuclear weapons. 
At month’ end, Iran has sent conflicting signals as to whether it 
will finalize the agreement or not. 


IRAQ 

Oct. 25—Two car bombings strike Baghdad's government district, 
lalling more than 150 and injuring about 500. It is the deadliest 
coordinated attack in Iraq since 2007, and it follows by about 
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2 months a bombing incident at the finance and foreign minis- 
tnes that resulted in nearly 100 deaths. The new bombings cast 
renewed doubt on Iraq's ability to provide for its own security as 
more US troops withdraw from the country in coming months. 
Particularly disturbing to many is that the 2 vehicles involved in 
the bombings passed through a number of checkpoints to reach 
their targets. 


JAPAN 

Oct. 20—Hirohisa Fujii, Japan's finance minister, says the govern- 
ment plans to sell at least 50 trillion yen, about $550 billion, in 
new bonds. His statement adds to concerns about the country’s 
public debt, which, thanks in part to stimulus spending on 
roads and dams, has grown to double the size of Japans $5 tril- 
lion economy. 


KOREA, NORTH 

Oct. 30—Ri Gun, North Korea5 2nd-ranking nuclear negotiator, 
holds a meeting in the US with American academics and former 
government officials; the meeting follows talks the previous 
week between Ri and Sung Kim, the US special envoy to talks 
on Korean disarmament. The meetings are widely interpreted as 


FROM THE ARCHIVES 


evidence of à fresh northern push for talks with the US govern- 
ment and perhaps even renewed willingness to participate in the 
6-party talks that also involve South Korea, China, Japan, and 
Russia. 


MOZAMBIQUE 

Oct. 30—In Mozambiques 4th-ever presidential election, the 
country reelects Armando Guebuza. Preliminary results indicate 
that Guebuza won about 7596 of the vote. The voting process is 
praised by EU observers as largely fair. 


PAKISTAN 

Oct. 10— Militants stage an attack within Pakistan's national mili- 
tary headquarters, killing 6 people and taking more than 40 
hostages. The next day, commandos stage a successful assault on 
the militants; 4 militants and 3 hostages are killed but the rest 
of the hostages are freed. The episode, along with other militant 
actions over the course of the month, reinforces doubts about 
Pakistan's ability to secure its territory and military assets. 

Oct. 17—4 28,000-strong Pakistani military force begins an 
offensive against Taliban militants in the South Waziristan 
region. The US has long urged Pakistan to take a more forceful 





What Current History authors were saying... 


5 years ago 






Iraqis for the most part welcomed 
the United States initially because it 
remóved Saddam and promised secu- 
rity, jobs, democracy, and peace. But 
Iraqis themselves seem unable to agree 
on how to achieve these ends. They 
want to control both the process and 
pace of change, yet are uncertain how 
to proceed. . . . Most striking is their 
inability to . . . accept another Iraqi 
as qualified to lead... . This is not an 
unusual characteristic; it marked the 
dilemmas and indecision faced by Iraqi 
elites in 1920 when the British looked 
for leaders for the new Iraqi govern- 
ment they established under mandate 
after World War I. 
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10 years ago 









It is unrealistic to expect that the | 
United States will jettison its desire for 
stability and predictable diplomatic rela- 
tionships. The challenge is to imagine 
and foster a dynamic stability in which 
greater political and economic freedom 
blossoms. This path is already being fol- 
lowed in significant parts of the Muslim 
world... but.not in the Middle East. 
It is also foolhardy to expect the United 
States to be totally consistent in its rela- 
tionships with any governments, let 
alone those that are Muslim. But a more 
energetic promotion of central United 
States policy themes . . . would under- 
mine Muslim critics of American policy 
and underscore that the future holds 
great opportunity. . . . 
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approach toward militant groups within its territory, partly to 

support US anti-Taliban efforts in Afghanistan and partly to 

». Secure Pakistan and its nuclear arsenal against destabilizing 
forces within the country. The current campaign is expected 
to be lengthy, and is not considered likely to result in the sort 
of clear-cut victory that Pakistan experienced in a May anti- 

" militant campaign in the Swat Valley. 


" Oct. 28—As US Secretary of State Hillary Clinton arrives in lslam- 


abad for meetings with government ministers, a car bombing 
at a market in Peshawar kills more than 100. It is Pakistan's 
deadliest such attack in over 2 years. Pakistani authorities say 
the bombing is likely a reprisal against the government for its 
military campaign in South Waziristan. 


POLAND 

Oct. 20—Polish officials ‘say the country, T its disappoint- 
ment over a September decision by the US to scrap a planned 
missile defense system that was to be partially based in Poland, 
will host elements of a new and smaller mobile missile defense 


system. The next day, US Vice President Joe Biden visits Poland, 


in part to allay Polish concerns about the depth of US commit- 
ment to the country’s security. Two days later, Biden visits the 
Czech Republic, whose leaders have also expressed disappoint- 
ment about the reversal of US plans to install a missile defense 
facility on their soil. 


SUDAN 


Oct. 19—After months of debate within the.Obama EE 


the US State Department defines a new US policy toward Sudan. 


The plan calls for both “pressure and incentives” to be applied to 


_ Khartoum. The goal is to induce the Sudanese regime to resolve 
the humanitarian crisis in the western province of Darfur, reach 
an accommodation with the autonomous government in the 
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southern part of the country, and pursue counterterrorism objec- 


tives important to the US. According to the plan, Khartoum will 
be provided with a path toward better relations with the US if 

it takes appropriate actions. The new US approach appears less 
assertive than that advccated by Obama when he was running 
for president, but more aggressive than that recently advocated. 
by Scott Gration; Obamas special envoy to Sudan. 


- UNITED KINGDOM 


Oct. 23—The government says the British economy contracted by 


0.4% in the 3 months ending in September, the 6th consecu- 
tive quarterly decline. The news comes as a blow to the already 
unpopular government of Prime Minister Brown, who is set 

to call elections before June. Britains continuing recession, its 
longest on record, highlights Europe's uneven recovery from the 
global downturn. France and Germany emerged from recession 
during the summer, but the economies of other states, including 
Britain, Ireland, and Spain, have continued to struggle. 


UNITED STATES : 
Oct. 2—The Labor Department reports that the US economy lost 


263,000 jobs in September, a significantly higher number than 
expected, and that unemployment reached 9.8%. The report 
renews concerns that, even though the economy is thought to 
be growing again after a lengthy recession, the labor market is 
likely to remain weak for some time. 


Oct. 29—The Commerce Department reports that the US economy 


grew at an annual rate of 3.5% during the 3rd quarter, bringing 
at least a technical end to what had been the worst US slow- ° 


' down since the Great Depression. Massive government interven- 


tions are widely credited with contributing to economic growth, 
but such interventions will ease in 2010 and the private sector ` 
must soon provide the impetus if growth is to continue. Hi 
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